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This briefing book is designed to provide
tee
members and witnesses with a comprehensive background on s
key assessment issues arising under Article XIIIA of the
Constitution, as enacted by Proposition 13, (June 1978).
These issues (and
letter-coded sections) are:
•

Assessment "Inequities" under the Acquisition
Value Approach, and Split Roll Proposals (

•

1975 Base Year Values and SB 17 Compliance

•

Newly Constructed Property (Section C)

e

Intercounty
Board of

•

Decl
in
to 1978-79 (

e

A

B)

and the Role of the State
(Section D)
and Retroactivity of Propos

8

E)

State Assessee~ Basis for Valuation Under
Propos
13 (
F)

Discussion of each
sue
separated by dividers, which
serve as tables of contents, and each issue is similarly organized:
first is a pink
page, which contains a capsule
description of the issue,
or questions involved, and a
of legislative opt
second, the white pages comprise a
detailed background
the issue, including a review of basic
opt1ons for legislative
; and finally, the yellow pages
contain reJ.evant
to the background paper. At the
conclusion of the
s a General Reference Section, which
contains the text
le XIIIA, relevant statutes and Board
of Equalization
, and "Property Tax Facts", a collection of
data on assessed values, tax rates and property tax revenues
over the past 10 years (Section G).
This briefing book was prepared by David Doerr, Bob
and E len Worcester, staff consultants to the Assembly Revenue
and Taxation Committee,
P. Deddeh, Chairman.
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"ACQUISITION VALUE" ASSESSMENT
Issue
Under Proposition 13, property is valued at current
market levels only upon a change in ownership or new construction.
Thus, different values may apply to otherwise
identical properties, based on their varying acquisition
dates.

•

As a function of increasing prices, homes accounted
for an ever increasing share of the total property taxes
paid, pre-Prop. 13. With continued high prices and the
frequent turnover of homes compared to businesses, this
shift may or may not continue, or be accelerated, under
Prop. 13.
Does this disparity in values, and the possible
accelerated shift of tax burden warrant legislative
revision of Article XIIIA or adoption of other tax adjustment measures?
Questions
1. Is the concept of an "acquisition value" system
a fair way of distributing tax burdens? Are there
inequities in tax burdens borne by owners of similar
properties?
2.
Is the disparity in values between similar
homes which are purchased in different years any greater
than the pre-13 disparity in values between similar
homes in neighborhoods which received periodic reappraisals
in different years? If so, how significant is this
current disparity?
3. What impact does an "acquisition value" system
have on turnover of properties? Does such a system have
an economic impact considerably different from the prior
"fair market value" system?
4.
What is ~he Board of Equalization doing to
obtain assessment data from the counties on changes in
ownership?

5.
Is there a continuing shift in proportionate
tax burden from business property to homeowners under
Prop. 13?
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6. What is the estimated statewide proportionate tax
burden in 1980-81 for owner-occupied property and non-owneroccupied property? What about for years 1975-76 through
1979-80? Is there documented evidence shift from individual
counties? Is the shift continuing under Prop. 13? Accelerating?
Legislative Options
1.

Defer action and await conclusive data.

2.
Revise Article XIIIA to cure similar property
value disparity by imposing:
a.

uniform fair market value, at or below a
100% assessment ratio

b.

uniform base year value, without change in
ownership

c.

combination of (a) and (b) in split roll
approach

3.
Revise Article XIIIA to stop tax shift, on either
a one-time or on-going basis, by adopting a split roll which:
a.

taxes nonresidential property at higher rate,
ratio or value standard

b.

taxes residential property at lower rate,
ratio or value standard

c.

combination of (a) and (b)

4.
Statutorily increase existing homeowners' exemption or constitutionally create a new one.
5.
To address both issues, revise Article XIIIA to
phase in to a uniform-value standard and increase tax rate
on business (or lower rate on homes) or increase homeowners'
exemption.
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BACKGROUND

Introduction
The passage of Proposition 13 dramatically changed
the basis for property tax assessments in California,
from one predicated on "fair market value" to one based
on "acquisition value". (l)

In so doing, the law now offers

a new element of protection for many property owners, as
well as uncertainty, complexity and inequity for others.
This background paper describes the current state of

•

property tax assessment, the issue of tax burden shifts
resulting therefrom, and a range of legislative options
for addressing these tax shifts.
Current Assessment System
Section 2 of Article XIIIA, as enacted by Proposition 13 and amended by Proposition 8 (Nov.

'78 ballot), as

implemented by a series of legislative statutes (generally
Sections 50-90 and 110.1 of the Revenue and Taxation Code),
and as interpreted by Board of Equalization Rules 460-471,
provides as follows:

1.

1975 Bas·e Year Value.

Assessed values of real

property on the local assessment roll are initially
"rolled back" to their 1975-76 levels.

(The assessed

value of personal property and real property on the
state assessment roll (i.e., utility properties)

(1) The term "acquisition value" was coined by the California Supreme Court in the Amador Valley case which upheld the constitutionality of Proposition 13; the term
is not found in Article XIIIA or implementing statutes.
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continues to be based on "fair market value".)
If a property was "periodically reappraised"(2)
for the March 1, 1975 lien date, then the value of
that property as shown on the 1975-76 assessment
roll becomes the "base year value"( 3 ) under
Prop. 13.

A presumption exists that if the 1975-76

value differs from the property's 1974-75 value,
a reappraisal took place.

However, the assessor

may rebut this presumption by showing the change
was not due to a periodic reappraisal.
If the property was periodically reappraised
prior to 1975-76, or received an increase in value
in 1975-76 not attributable to a periodic reappraisal, then the assessor must create a base year value
for that property based on the same "factors and
indicia of fair market value actually utilized in
appraisals ..• for the 1975 lien date". ( 4 )

(This

issue is discussed in detail under the "1975 Base
Year Values" section of this Briefing Book.}
2.

Inflation Adjustment.

Unless "new construe-

tion", a "purchase", or a "change in ownership"
occurs after March 1, 1975, the assessed value of
a parcel of real property increases automatically
by an inflation adjustment of 2 percent each year,
starting from the last base year value, i.e.,
(2) A "periodic reappraisal" is a general review by the
assessor of values of properties in a given geographic
area or of a given type, which results in a change of value
for the property in question.
(3) A "base year value" of real property is the last point
at which a current market value was applied to the property,
i.e., 1975-76, or any subsequent year following new construction or transfer of ownership.
(4) Section llO.l(c) Rev & Tax Code.
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March 1, 1975 or later.

(The increase is actually

the change in Consumer Price Index (CPI), not to
exceed an annual increase of 2 percent.

If the CPI

increase is less than 2 percent, or if CPI decreased,
then the inflation adjustment would be made accordingly.)
3.

•

Subsequent Reappraisal.

Only upon new con-

struction, purchase or ownership change of real property, is a new base year value established.

The

basis for this value is no longer related to 1975-76

•

levels, but rather to the "fair market value" of the
property on either the date of the transfer or the
date construction is completed.

This is what the

California Supreme Court termed "acquisition value".
This new base year value is reflected on the
next succeeding lien date.

Application of the annual

inflation adjustment to this new base year value
resumes with the second succeeding lien date.
Upon a change in ownership the entire property--

•

land and improvements--is revalued.

Upon new con-

struction only that "portion" of the property which
is newly constructed is revalued.

(This issue is

discussed in detail under the "New Construction"
section of this Briefing Book.}
The rules adopted by the Legislature to implement the change of ownership concept are quite
detailed, and necessarily complex, reflecting the
myriad ways in which property can be transferred.
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Basically, "change in ownership" includes the
"present transfer of an interest in real property,
including the beneficial use thereof, the value
of which is substantially equal to the value of
a fee interest". (5)

Transfers among legal entities

such as partnerships and corporations are changes
unless the persons involved hold the same propertionate ownership shares before and after the transfer.

Transfer of ownership interests (e.g., stock)

among parties constitutes a change once a majority
interest is conveyed. (6)
The current language of Article XIIIA of the Constitution, the existing implementing statutes, the current
Board Rules and property tax trends of recent years are
all contained in the General Reference section at the
end of this Briefing Book.
Rationale for Assessment Restrictions
Proponents of Proposition 13 pointed to large and
unpredictable annual assessment increases, especially
for homeowners, as one of the prime arguments for the
passage of the initiative.

Proponents felt i t was not

only important to lower the overall magnitude of the
property tax, which was accomplished via the one percent
tax rate limitation, but also to preclude huge jumps in
value from one year to the next.

(5} Section 60 Rev and Tax Code.
(6) Contingent upon enactment of AB 2777 (Imbrecht).

A-6

The effect of the Section 2 assessment restrictions
is to stabilize taxes for persons who remain in their
homes, and allow increases to market value only for those
acquiring or improving real property.
Howard Jarvis himself has consistently maintained
that such a result was intentional, not

acc~dental.

Earlier this year he was quoted to the effect that he
put that provision in so that people buying new homes
would know exactly what tax burdens they faced, as the
tax would stay the same (except for the 2 percent increases)
as long as they didn't move.

An existing owner would have

the stability of the 1975 level value.
Assessment Inequities?
There are two fundamental inequities frequently
attributed to the acquisition value approach.

The first

is the system unavoidably results in differing values for
otherwise similar properties.

Discussion of this alleged

inequity is addressed in Part I.
The second inequity cited is that the acquisition

•

value approach results in a greater shift in tax burden
from commercial properties to residential properties
than did the prior fair market value system.
is covered in Part II.

This issue

The difficulty of dealing with

both matters together comprises Part III.
I.

Value Disparity Between Similar Properties
As a mobile California population continues to

buy and sell property, values of properties that change
owners will be reappraised at current market levels.
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Statistics indicate that approximately fifteen percent
of the homes in California have changed ownership annually,
so that the average house has been sold once every 6 to 7
7
years. ( )

Most homeowners move less frequently; therefore,

the homes that are sold tend to be sold more frequently
than once in 6 to 7 years. (8) (9)
For tax purposes, each sale yields a higher tax
value in

~

inflationary market, thus exacerbating the

disparity over time between assessed values of otherwise
identical properties.

This disparity of values is illus-

trated by the example shown in Figure 1 on the following
page.

In this example, the percentage of assessed value to

true market value ranges from 54.9% to 100%, although in
real life this range may be much greater.
It is critical to note, however, that is is not the
interval between transfers itself that causes the disparity,
but rather the rise in true market value during that interval.

If values never rose, it wouldn't matter whether

reappraisals were made annually or once every 10 years or
upon resale.

All Prop. 13 does is limit the occasions

on which this ever-present true value can be reflected on
the assessment rolls.
However, home values have been rising, and indications are that they will continue to soar, at least in the
near future.

The California Real Estate Newsletter "Trends"

(7) The gross turnover rate for all property for the
1979-80 assessment year was 15.8~derived by dividing
property transfers by number of secured roll parcels) ,
according to 1979-80 Budgets and Workload Report prepared
by the Board of Equalization.
(8) Board of Equalization Annual Report, 1978-79.
(9) Data from Sacramento County shows that just over
5 percent of homes transferred three or ..more times in only
5 years, March 1975 to mid-1980.
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FIGURE 1
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was built on to it
tax
will
10
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1980-81 assessment roll. For
marc
increase by $8,045 from $80,454 to $88,499, but the appraised value will increase from
1979-80 Proposition 13 value of $43,297 to $52,208, an
increase of 18 percent from what it would have been
without
addition. The original portion of the
home is still appraised at its base-year value, but the
addition is appraised at its current m•>rLc<>t

shows the following median sales prices for singlefamily residences sold on resale in May of 1975 to 1980:
Year

Sale Price

1975

$43,000

1976

47,160

9.7

1977

60,356

28.0

1978

69,627

15.4

1979

81,051

16.4

1980

98,994

22.1

% Change

A typical home purchased in May of 1980 would be
valued at 2.3 times its 1975 value.

Over time, the

disparity between a home recently sold and one which last
sold prior to 1975 can only grow if home values continue to
rise, and the latter property doesn't sell.
Disparity in County-wide Values--Before and After 13
While it is obvious

the value of neighboring,

similar properties may dif

r, a more important question is

whether the disparity among similar properties, countywide,
is any greater under an
under a fair market

sition value approach than
approach.

Up until the two to four years preceding Prop. 13,
the rise in residential market values was slow.

Starting

in about 1973-75 and continuing today, the value of a
home has increased far in excess of inflation.

During a

period of slowly rising values, a large time period between
appraisals of similar properties would cause only a slight

A-

disparity in values, one appraisal area as compared to
another.
Prior to
on a cyclical p

, some extending to 10 years.

With the

advent of rapid increases in home values, this lag in
reappraisals frequently caused large disparities between
areas, and resulted

large increases in assessed values

at the time of

In response to this situation,

the Legislature passed Section 405.6 requiring the adoption
of precise reappraisal

s by each county for a cycle

period not to exceed five years.
coun

were

Most of the larger

on two- to

plans with some achieving or nearly achieving annual
reappraisal plans.
Thus,

s was increasin:.;t
re

more

s

t

But within a

were

s of simi
amounts.

s

Under Prop. 13,
sed un

disparity.

sal area,

value were asses

•

sals, whereas the

is a triggering "change in

s

ownership".

would be valued both

before and
construction.)
every 7-10 years,
year reappraisal
than allowed under

property cannot be

r,

f

3

lowing the time

the

property changes hands
is equivalent to a 7 to 10
is a greater time period
405.6.

Comparing the degree

of disparity of a 2 to 3 year reappraisal cycle with a
7 to 10 year reappraisal cycle, it would appear that the
degree of disparity must be greater after Proposition 13.
Committee Study
In order to see if available county data supports
this conclusion, the Committee staff is conducting a study
to test the relative disparity of values in 1975 vs. 1979.
As of this printing, the study is not completed, but
results may be available at the hearing.
Defense of "Acquisition Value" Concept
The voters were fully apprised of

possibility

of different values for similar properties under Prop. 13.
In his ballot pamphlet analysis, the Legislative Analyst
stated in part:
For property which is sold or newly constructed
after March 1, 1975, the assessed value would be set
at the appraised (or market) value at the time of
sale or construction. As a result, two identical
properties with the same market value could have
different assessed values for tax purposes if one
of them has been sold since March 1, 1975.
And in the opponent's ballot pamphlet arguments
there appeared the following statement:
Homeowners living in identical side-by-side
houses will pay vastly different property tax
bills.
Throughout the campaign reference was made to this
"unequal protection" feature of Prop. 13.
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However, the

voters were obvious

not

point alone, as

lling to be swayed on this
by the overwhelming 65 percent

majority by which

. 13 was approved.

Immediately upon
were filed attacking
grounds; chief among

sage of Prop. 13, several lawsuits
cons

tutionality on several

se an alleged violation of "equal

protection" under the U.S. Constitution.

•

consolidated before

These suits were

California Supreme Court under

Amador Valley Joint Union High School District

~·

State

Board of Equalization (22 Cal 3d 208), in which the Court

•

upheld the Constitutionality of Prop. 13.
the "equal prote

" issue the court

Relative to
as follows:

There is no
requirement that property of
equal current
must be ta~ed equally, and the
rollback of an asses
value to the 1975-76 fiscal
to the use
a "grandfather"
sl
sions that are
rational basis
the essential des the theory that
owner must pay
annual taxe
relationship to the
should bear some
, predicated on the
original cost of
owner's
act
purchase, rather
seen, perhaps unduly inthan relate to
flated, current

•

court

a reason

ition

at some
of

I
II

ch

basis for property

tax assessment.
fense of the "acquisition

Another
II

was s

by economist Neil H. Jacoby,
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who as a member of the Commission on Government Reform
(Post Commission) appointed by Governor Brown in the wake
of Prop. 13, stated in the "Supplementary Views" section
of the Commission's final report:
.•• (T)his feature of Proposition 13 ("unequal
treatment") is no different in principle from the
situation where one taxpayer has a realized capital
gai~ on which he is taxed, while another taxpayer
own1ng identical property has an unrealized capital
gain on which he is not taxed ••.
(D)ifferences in
the assessed values of identical properties arising
from transfers of ownership at different dates
will disappear as inflation is slowed and ultimately
stopped--which is u.s. national policy today.
(emphases original)
Opposing Views
The court was not unanimous in its equal protection
finding.

Chief Justice Bird, in a "concurring and dis-

senting" opinion, took issue with the court majority on
the validity of "acquisition value", stating thusly:
..• (I)t is clear that article XIIIA is
constitutional in all respects save one ••. - the
equal protection clause . • . •
Article XIIIA divides the property tax-paying
public into two classes, pre- and post-1975 purchasers. Section 2(a) rewards those owners who
purchased their property before March 1, 1975, by
constitutionally fixing their tax assessments at
lower figures than those who buy property of similar or identical value at a later date. This "roll
back" provision confers substantial benefits upon
one group of property owners not shared by other
similarly situated owners . • . .
The same percentage (one percent) is applied to
all assessed values; but the assessed values themselves do not accurately reflect the respective
market values of property. This has the effect ••.
of taxing identically situated property owners
at different percentages of the true value of
their property.
If article XIIIA had been drafted
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to say, "Some
of one
property;
one
protection
the result

11 pay a property tax
true value of their
pay only a one-half of
violation of the equal
would have been obvious. Yet,
c
XIIIA is the same ••••

Practical Ramifications of Acquisition Value Approach
Perception of Unfairness.

differing taxes they pay

next door neighbors

•

for the same
an

The realization by

services is becoming

1 of

among some homeowners, accord-

asingly sore

ing to correspondence received by the Board of Equaliza-

•

tion and recent newspaper articles (see Appendix II) •
It is true that

re

was not always clear prior to

received and taxes
Proposition 13

ship between services

to

numerous soci

services

tax revenuesi however, similarly
arne ne

paid similar
related services,

taxes

Current owners of property wishing

"
to minimize
seek to minimize

r taxes.

This can be done by not

to transfer property is

s
II

s

annual property taxes, some

homeowners who
fee 1 they cannot
owners who

sh to

up" to a better home may
to do so.

Ironically, many older

to a smaller home, now that

the children have grown up, may find that the

~

tax

burden on a smaller home is greater than the taxes on
their present, larger home.

Overconsumption of housing

limits the access to larger homes sought by growing
families.
There is no way to determine how many persons have
chosen not to move during the housing market slowdown
of the past several months due to this consequent increased
reappraisal alone, as opposed to the existence of very
high interest rates and scarcity of financing.

Most

likely, reappraisal was a minor additional consideration;
in a time of lower interest rates, however, the lock-in
effect could be expected to exert a greater independent
effect.
(It should be noted, however, that even upon
reappraisal under Prop. 13, the level of tax is still
substantially less than pre-13, because the one percent
tax rate limitation still applies.

Prior to Prop. 13,

a change of ownership was not grounds for automatic
reappraisal, but when reappraisal did occur, the percentage
increase in tax could be just as high as currently is
the case, and the new level of taxes would have been
higher.

Thus, post-13, the issue of tax levels is a

relative one, rather than absolute.)
Home Improvement.

A corollary to the "lock-in"

effect is the positive incentive for home

imp~ovement.

Reports from lenders and real estate people indicate
that there has been a resurgence of home improvement
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among persons who find it more cost-effective than "moving
up" to a different house.
result of high

How much of this has been a

terest rates as opposed to reappraisal

is again unknown.
However, it is clear that the tax consequence under
Prop. 13 of "new construction 11 is less than that of a
"change in ownership".
would not even

Certain types of home improvement
reappraisal.

Homeowners who build

on to their current property to expand their space will
have an assessment wi
old base-year value,
new addition.

Only

constructed

reapprai

a "split personality"--mostly the
partly a higher level for the
the property newly

portion

, while upon

the entire

change in owner-

revalued.

Bus

s.

~~~~~--~~~~~~~~~~

to cons

ls

Pre-13, businesses had
tax rates in the areas
, even though once

ir property would be the

es
same as

si

s

competitor.

While the tax rates state-

si

debt rates), the increase

are now
res

constructed plant or
one acquired by a new

s

ce bui
owner

Post-13,

t on business location decisions.

an

may

ss
r

must face the prospect of
costs,

its simi

to increased property taxes,

situated competitors who have stayed

75.
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This result places the new business in a competitive disadvantage, not because of the level of taxes
per se, which are admittedly below pre-13 levels, but
because they are higher relative to its competitors, who
at a lower level of taxes have adjusted their pricing
system accordingly.
Obviously,labor, transportation, capital, income
tax and many other factors play major roles in business
location decisions, and the property tax consideration
may be a marginal one at best, depending on the unique
circumstances involved.
Alternatives for Committee Consideration
If there is a desire to change from the acquisition
value system, there are two basic approaches:

either

extend the current fair market value system to all similar
properties, or apply a base value to all similar properties without a change of ownership trigger and with a
deflated current fair market value for future new construction and optional inflation adjustments.

Either approach

requires a constitutional amendment.
Chart 1 sets forth five alternative legislative
options, including retention of the present assessment
system.

These are not inclusive of all potential solu-

tions, but they do provide a basis for committee deliberations in this area.

Of the measures heard to date by the

Committee, Alternative III is generally embodied in SCA 46 Speraw (see Appendices III and IV for text and
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an~lysis}

and elements of Alternative IV are reflected in ACA 36 Kapiloff (see Appendix V).
In addition to changes

the structure of the pro-

perty tax, the state could obligate itself to make
payments from the General Fund, in the form of tax credits
or rebates, to property owners who incur increased property
taxes as a result of new construction and/or change in
ownership.

The state could also allow a postponement of

the payment of the increased taxes, and subsidize local
agencies for their loss in the deferred period.

These

approaches are embodied by ACA 77 and AB 2644 - Naylor
(see Appendices VI and VII).
Local agencies

the State could also be

required to make any tax refunds mandated by Proposition 4
as a first

to

property owners who purchase
This approach is also
ACA 77 •

•

For any

or issues to be considered

are

•

1.

Do

of "acquisition value"

s

outweigh

?

Is a change in current

law warranted?
owners be equalized "up"

2.

or

11

down"

or equalized at an average

between the two?
3.

If equali

"down", how much revenue loss

can local government sustain?

A-

4.

If equalized "up", should the State redesign

property tax a·llocation formulas (e.g., increase
school's share) in order to recapture some or all of
the revenue increase for the State, or modify State
subventions to local agencies?
5.

Does the state have an obligation to finance

the"solution" from its own fiscal resources?
state afford to do so?
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LEGISLATIVE ALTERNATIVES--DIFFERENT VALUES FOR SIMILAR PROPERTIES
I.

Comments

Alternative

Description

Full Fair Market Value-All Taxpayers

Values "float" at current,
true market values each
year. 1% rate limit is
retained.

1.

All taxpayers treated
relative to a uniform
of value.

2.

Most taxpayers incur increasc>d
taxes over current levels in
any given year; over tim<', all
have

•
II.

•

Percentage of Fair
Market Value--All
Taxpayers

Holding 1% county tax rate
constant, reduce uniform-assessment ratio from 100%
(1981-82) to lesser amount.
Value all property based on
fair market value, but
enroll at the reduced ratio.

increa.c-:,~s.

3.

Rate of tax increase may
great as pre-13

as

4.

All local agencies receive increased revenues. Increased
taxes to schools results in
apportionment offsets with
savings to state; increased
cost to state from HOE and
SCPTA.

5.

Local Prop. 4 spending limits
may preclude expenditure of
such increased
taxes:
excess must be
either
purposes or local tax

L

2.

levels
than
Transfer/new construction
receive much
than
3.

III.

Base Year Value-All Taxpayers

Adjust ratio so net
revenue effect statewide approximates a "Wash".

4.

Create a uniforrn base year
value fo1 all taxrayers. No
inflation adjustment.. No
"change
Base
yearmaybe
, 76-77,
77-78 o; the 78-79 pre-13
assessment roll (vJhich was
superceded
13 was
Apply SB 17 type

1.

2.

Use of 1975-76
taxpayer will
taxes, and without. inflation
adjustment, many will h'-!Ve
decreased taxes
Reduced tax
in-::rease upon new construction;
no tax incre:C,se upon change in
ownersh)p. If an alternate base
is used, ~hen the closer
selecLed is to the
the
the number
will h<;ve
taxes, and the
greater the level of those new
taxes.

3.

The earlier the year selected
as a base, the greater the local
revenue Joss, in the hundreds
of millions of dollars. Increased
state cost to fund schools
(
of property taxes).
Prop. 4 consideration.

uNew c.:·>nt;..tru.:::::tionu

added at current full value,
deflated to base year level
of value.
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Under this option, individual
local agencies could gain
lose revenue
Likewise, mixed
effect:
gh market
(most homes) will
increases; slower
(most business)
decreases.
tions minimal.
iwpact
minimal.

CHART 1

Alternative

Comments

Description
4.

If inflation adjustment factor
is applied, revenue loss to
local agencies will be reduced.

5.

More revenue can be produced
either by a higher inflation
factor, or a more recent base
year value. But a larger
inflation adjustment means
higher annual increases. Taxpayers may prefer a higher base,
and smaller future increases,
than a lower base, with higher
future increases.

A base year value as per
Alternative III would apply
to owner-occupied and rentalresidential property. Fair
market value (Alternative I)
would apply to all nonresidential property.

1.

All residential taxpayers
treated equally relative to
uniform standard, as are nonresidential taxpayers, but
the two property classes are
subject to different value
standards.

OPTIONS: Less than 100%
assessment ratio (Alternative
II) could apply to nonresidential. Agriculture
could be treated as residential or left under Prop. 13
values.

2.

Local revenue impact will vary
depending on combination of
property classes, assessment
ratio base year, and assessed
value growth. Subject to data
limitations such a plan could
theoretically be designed to
result in a net "wash" statewide;
individual agencies would either
gain or lose.

3.

Increased taxes for non-residential taxpayers. If reduced ratio
is used, amount of this increase
is reduced.

4.

If 75-76 base and 2% is used,
all residential taxpayers are
held harmless. New construction
property tax burden is reduced;
change in ownership eliminated.
Depending on other combinations
of inflation factor and base
year, greater or fewer residential taxpayers may have an
increase in tax burden, of varying amounts ..

1975-76. base year value or

1.

fair market value as of
transfer or new construction;
2% annual inflation increase
thereafter.

Properties with same market
value are not treated equally
for proper~tax purposes.

2.

This assessment system has been
approved by the voters and by
the state Supreme Court.

3.

By not changing the law, no
taxpayer's tax burden will be
affected.

4.

No change in local revenues.
No Prop. 4 impact.

OPTION: Apply an annual
Iniiation adjustment factor
of 2% or more, up to CPI or
alternative index.

IV.

V.

Split Roll--Fair
Market Value for
Non-Residential;
Base Year Value
for Residential.

Keep Existing Law
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II.

"The Shift":

Increased Homeowner Tax Burden

From the time Proposition 13 was passed, there
has been a great deal of discussion concerning the potential shift of the property tax from commercial/
industrial (C/I) property to residential property.

This

discussion has centered on the aforementioned turnover
rate, i.e. since homes turn over at a more rapid rate
than do C/I properties, they will, as a class of
property, bear an increasingly greater share of the total
assessed value, and hence a growing share of the property

•

tax burden.

In fact, many C/I properties in corporate

ownership may never change ownership.
This is the second "inequity" attributed to Article
XIIIA.

However, as explained below, Prop. 13 did not create

this shift, and it is highly speculative at this point
whether Article XIIIA has retarded or exacerbated this
shift in the short run, and what its effect will be in
future years.
Lack of Precise Data
As a preface to dealing with "The Shift", it must
noted that there are severe limitations on the availability of accurate and informative data, especially
post-Prop. 13.

The Board of Equalization has various

data for years between 1964 and 1980 for single family
dwellings, all residential, and properties with homeowners'
exemptions, but NOT for all years for all three of these
categories.

This hodge-podge is due to the fact that

these data come from a variety of different sources.
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The Board asserts that its most reliable source of data
was from the Intercounty Equalization Appraisal Surveys,
which were discontinued with the adoption of Proposition

1~

and that the Board is currently attempting to require
counties to report more usable data (see section of this
Briefing Book on Intercounty Equalization and the Boards's
role post-13, and Appendix VIII of this section.)
Pre-13 Shift
Table 1 shows the relationship of the gross assessed
value, the net assessed value and taxes paid on all
residential properties (both single family and multi-family)
from 1964-65 to 1976-77.

Using these aggregate values,

one can see that the proportion of value and taxes paid
on residential properties did increase over this period.
This increase was primarily due to the fact that property
values of residences rose rapidly during this period,and
that higher tax rates applied in urban areas where most
residences are located.

Increased technical capabilities

also allowed assessors to keep these rising assessments
more current.

The adoption of the homeowners' exemption

and its increase to $1,750 in assessed values retarded
this growth for a time; however, for the period 1973 to
1977 the shift, in terms of taxes paid, showed definite
signs of accelerating.
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Table 1
PERCENT OF ASSESSED VALUE- ALL RESIDENTIAL(a)

•

Year

Gross(b}
Value

Net(c)
V.alue

Taxes

1964/65
1965/66
1966/67
1967/68
1968/69 (d)
1969/7o(e)
1970/71 (f)
197l/72
1972/73 (g)
1973/74(h)
1974/75
1975/76
1976/77

48.3%
48.1
48.1
48.0
48.3
48.5
49.6
49.3
48.9
48.6
48.9
50.2
51.7

47.1%
47.1
47.3
47.3
47.8
46.6
48.3
48.2
47.9
45.4
46.3
48.4
50.1

49.0%
48.9
49.1
49.3
49.7
48.5
50.2
50.0
49.6
46.1
47.7
50.1
51.2

(a) Contains both single family and multiple
family residences.
(b) Net of church, college, and welfare exemptions.
(c) Further reduced by veterans' exemption,
homeowners' exemption, and business inventory
exemption.
(d) First significant open-space assessments.
(e) Household personalty exempt, homeowners'
exemption of $750 assessed, and business
inventory (15%) exempt.
(f) 30% business inventory exemption.
(g) Homeowners' exemption of $1,750 and 45%
inventory exemption.
(h) 50% business inventory exemption.
Source:

Board of Equalization,
June 1980

This shift in the proportion of taxes paid by
residential properties was somewhat exaggerated by two
factors.

First, for an owner-occupied horne worth
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$40,000 but valued by the assessor at $30,000, with an
assessed value of $7,500 and with taxes of $575 on a $10
tax rate, if the assessor reappraises the property at
$40,000, the assessed value increases by 33 percent yet
the taxes paid advances by 43 percent, with the difference
in percentages due entirely to the diminished effect of
the homeowners' exemption, as follows:
Before Reappraisal

After reappraisal

Appraised value

$30,000

$40,000

Appraised value

7,500

10,000

-1,750

1,750

5,750

8,250

575

825

Homeowners' exemption
Net assessed value
Taxes paid at $10
tax rate

Secondly, the growth in the aggregate assessed values
is made up of growth in value of existing properties plus
new construction.

Table 2 shows the amount of new construe-

tion over the period 1963 to 1979.

During the earlier

years, the value of new construction of all residential
properties was growing much faster than for non-residential
properties.

Table 3 corrects the residential versus non-

residential comparison to neutralize the effect of new
construction.

Column 4 of Table 3 shows that for the

period 1963 to 1974, the proportion of value on existing
residential properties actually declined.

Starting with

1975, however,the trend changes with the increase in
assessed value caused by revaluation (column 2).
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NEW CONSTRUCTION DATA
TABLE 2
Value of Building Permits in Thousands
Residential
Other
Residential

Single
Familr

Year
1963
1964
1965
1966
1967
1968
1969
1970

$2,110,093
1,971,191
1,806,196
1,312,136
1,396,361
1,828,953
1, 730,135
1,473,673
2,444,331
2,871,744
2,668,540
2,243,832
3,169,856
5,610,000
7,462,136
6. 778.332
6,885,512

1971
19"!2

1973
1974
1975
1976
1977
1978

1979

Source:

Additions &
Alterations

$1,692,342
1,485,246
823,039
354,519
451,030
741,802
1,151,237
1,432,195
1,781,989
2,195,698
1,870,485
1,010,769
826,490
1,718,000
2,188,778
2,879,144
2 ,801, 772

$ 263,616
285,293
279,717
259,157
260,014
267,672
267,100
271,321
302,802
329,936
349,726
434,393
528,523
659,200
839,876
946,817
1,101,384

Nonresidential
Commercial
$

734,878
749,998
845,483
830,002
728,519
869,435
1,016,925
1,089,054
1,401,364
1,437,571
1,349,105
1,859,560
1,296,132
1,321,787
1,890,490
2,477,674
3,375,878

Industrial

$

Additions &
Alterations

Other

198,932
184.849
207,851
255,348
28.3,612
367,027
395,697
288,077
32n ,049
464.702
717,549
736,532
491,032
627.773
1,093,684
1,556,132
1,811,954

708,507
805,450
656,484

$

706,454
601,313

651,450
666,768
674,969
9'18,580
865,306
826,827
903,287
952,397
1,066,251
1,229,912
1,318,787
1,382,322

$280,024
261 ,023

286,494
307.76-1

268,14$
271,259

452,097
491,669
21\3,473

281,306
337,156
359,502
366,794
442, "198
498,550
605,994
720,412

Security National

TABLE 3
Asses~ed Value Added br New Construction and Revaluation

Single Famill': vs. All Other, in Millions
Single Familr Residences

!!!r

New
Construction
(1)

1964/65
1965/66
1966/67
1967/68
1968/69
1969/70
1970/71
1971/72
1972/73
1973/74
1974/75
1975/76
1976/77
1977/78
l971J/79

1979/80
1980/81

$

493
452
328
349
457
433
369
611
718

667
561
792
1,403
1,866
1,695

All Others

Accumulate~ Total

Revaluation
(2}
$ 260
360
698
614
112
1,113
793
907
1,050
2,365
3,367
5,225
3,441

Without
Construction
(3)

$ 13,421
13,461

13,600
14,121

14,529
14,962
15,871
16,428
16,944

17,556
19,514
22,881
28,106
31,547

'
."14J
3t9

35.8\
34.4
33.0
32.0
31.7

31.0
31.4
31.2
30.7
30.5
31.0
32.7
35.3
35.7

With
New
l~ithout
IHth
Construction StlO Construction Revaluation Construction Construction
(5)
(6}
(7)
(8)
(9)
(10)

'

s 13,421
14,174

14,986
16,012
16,974
18,144
19,750
20,912
22,430
24,198
27,230

31,500
38,000
43,700

1, 721

35.8%
35.3
34.7
34.2

$ 1,108
921
688

34.5
34 .~

715

35.3

35.4
35.5
35.9
36.6
38.1
40.5
41.7

951
1,074
1,071
1,488

1, 743
1,652
1,313

1,445
2,230
1,601
2,05&

$ 1,559
2,071
2,920
.1,699
2,438
2,330
2,097
2,471
2,461
5,356
7,088
9,585
8,807

$ 37,529
39,088
41,159
44,079
45,778

48,216
50,546
52,643

ss ,114

57,575
62.Y31
70t0lfl

79,604
88,411

$ 37,529
40,196
43,188
46,79R
49,210

52,599
56,003
59.072
63,130
67.334
7,f 3·l3
82' /4 ."1
93,774
l!H ~ 900

2,343

Source: Board of Equalization
June 1980
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mentioned earlier, this increased value due to revaluation
was the result of both rising property values and the
shortening of the reappraisal cycle in the larger counties.
Post-13 Confusion
The question of course, is whether this shift continued with the adoption of Proposition 13.

Unfortunately,

the post-13 data are spotty and inconclusive.
One source of information is a special study on the
distribution in several counties of assessed values by
property type, conducted by the Board for 1976-77.
Following the adoption of Proposition 13, these same
counties were contacted to see if they had more current
information on the distribution of their post-Prop. 13
rolls by property types.
Seven counties representing over 55 percent of the
statewide assessed value were able to supply such data.
Table 4 displays these data for all residential properties
for the years 1976-77 and 1979-80 for these counties.
The data show just over a 2 percent shift over the threeyear period that covers the transition period into the
Proposition 13 era.

During this time period, the assessor

was required to roll back the assessments to their 1975
level, reappraise those properties not reappraised for
1975, and reappraise properties changing ownership and
new construction since March 1, 1975.

The reliability of

these data is questionable, however, as the Board reports
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that there were some problems matching up the countysupplied data for 1979-80 with the Board-generated data
for 1976-77.

Table 4
1976-77 AND 1979-80 GROSS(a)
ASSESSED VALUE
AS PERCENT OF TOTAL OF 7 COUNTIEs(b) (c)

•

All Residences
Assessed Value Percent

Year

Total
Assessed Value

1976-77

$29,859,000,000

56.4%

$52,948,000,000

1979/80

42,154,000,000

57.7%

73,132,000,000

(a) Net of unsubvented exemptions
(b) Los Angeles, Marin, Orange, San Diego, San
Francisco, San Joaquin, San Mateo
(c) 1976-77 these counties represented 56.5% of
state total and 55.1% in 1979-80.
Source:

Board of Equalization, August 1980

Conflicting Evidence
Another source of statewide data exists, but it
contradicts, rather than confirms, the first source.
AB 1488 (1979) required all counties to report assessed
values for those properties receiving the homeowners'
exemption.

So far, only 1979-80 figures have been reported,

and the only comparison that can be made is for 14 counties
for which 1976-77 data also exists.
Table 5 displays the results of this comparison for
these 14 counties, which represent almost two-thirds of
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the local assessment roll.

This comparison shows a

five percent drop in the proportion of value on properties
with the homeowners' exemption.

Table 5
1976-78 AND 1979/80 GROSS(a) ASSESSED VALUE OF PROPERTIES
RECEIVING HOMEOWNERS'.EXEMPTION AS PERCENT OF
TOTAL ASSESSED VALUE FOR 14 COUNTIEs(b)

Properties with
Homeowners' Exemption
Assessed Value Percent

Year

Total
Assessed Value

1976-77

$23,892,720,000

37.3%

$64,048,162,000

1979-80

31,656,912,000

35.6%

88,854,191,000

(a)
(b)

Includes all exemptions
Alameda, Contra Costa, Fresno, Glenn, Los Angeles,
Marin, Merced, Napa, Orange, San Bernardino, San
Diego, San Joaquin, Solano, and Ventura
Source:

Board of Equalization, August 1980

To confirm this possible effect, the 1980-81 data on
homeowners' properties is needed.

These data are not due

from county assessors until September 15.

At this time,

24 counties have reported their 1980-81 data to the Board
with the following results:

5 counties showed a slight

increase in the percent of value on properties given the
homeowners' exemption between 1979-80 and 1980-81, one
shows no change for the year, and 18 showed a decline in
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the proportionate value of properties with the homeowners' exemption(over

one-year comparison.

These

data may be available by the date of the hearing.
Surprising Result?
With the passage of Proposition 13, conventional
wisdom was that the pre-existing shift in tax burden
would be exacerbated by the disparity in turnover rates •

•

Most observers anticipated an increase in the proportional burden on homes,since residential properties are
still rising

value and turn over more often than do

nonresidential

s.

Thus, the

suggested

These data imply

quite to the con

Prbp. 13 and SB 17 cut

that the "

homeowners' properties

deeper into
other

than

was known that much

s is not i
of

added as

s
to

were on homes as

years 1975 to 1978
properties, and Prop. 13
value increases that

did stop the re

s; only transfers and

had
new
19

Table 5

market values within the

re
78
TWo other

may also have contributed to this
, the amount of new construc-

unanticipated e

tion on non-residential properties has been substantial
over the past

{see Table 3).

A-

Secondly, there

appears to be more non-sales, or "changes in ownership"
triggering reappraisals in
first anticipated.

~-residential

property than

These non-sales include stock

transfers, exchanges, leases and other changes among
legal entities, which primarily affect non-residential
properties.

The increased value resulting from these

transfers and new construction acts to offset some of
the increases on the residential side of the assessment
roll.
Thus, it makes sense that Prop. 13 could have
initially retarded the shift that had been occurring.
Survey of County Data
Can the individual counties shed any further light
on this question?

All 58 county assessors were contacted

by the Committee staff and asked to provide documentation
of changes in assessed values by property type.

The

responses were decidedly mixed.
As of September 5, only 18 counties replied; of
these, 10 provided hard value data.

Much of the data

reported was in a form that could not be directly compared to that of any other county, an apparent affliction
of all data in this subject area.
Data on the residential portion of the assessment
roll in 6 counties is summarized in Table 6.

(All county

responses are included in full in Appendix IX.)

There

is no uniform trend reflected, except that in 1980-81 the
proportion of residential assessed value generally increases
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over the prior year.

That Ventura County shows a marked

rollback from 1977-78 to 1978-79, and San Mateo a moderate
rollback effect, appears to support the conclusion of
Table 5.
The effects in Del Norte and San Francisco are obscured
somewhat by rollbacks in the second year of Prop. 13
to SB 17.

(Interpretations of Prop. 13 among county

assessors differed in the initial year of 1978-79, so the
impact of SB 17, which was meant to clarify the 1975 base
year value issue, varied.)

The transition impact in Los

Angeles is disguised somewhat by -a less than "normal"
increase in residential property in the preceding year.
Contributing to the confusion is that the data of on
4 counties are common to all three of Tables 4, 5 and 6.
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TABLE 6
DISTRIBUTION OF RESIDENTIAL PROPERTY(a) AS PERCENT OF
LOCALLY-ASSESSED SECURED ROLL FOR VARIOUS COUNTIES
1975-76 to 1980-81
Pre-Prop. 13
1975-76

Count;L

1976-77

1977-78

l I

Post-Prop. 13
1978-79

1979-80

1980-81

Contra Costa

53.5

54.6

57.1

57.8

58.6

63.6

Del Norte

n.a.

41.5

39.5

45.2

43.8(b)

44.2

Los Angeles (d)

53.4

57.6

57.9(c)

58.7

60.1

62.7

San Diego

n.a.

n.a.

75.5

75.8

76.8

75.8

San Francisco

59.9

59.1

61.7

63.4

62.8(b)

63.7

San Mateo

75.1

74.0

78.1

76.7

77.8(b) (e)77.7

Ventura

n.a.

n.a.

75.6

67.3

68.5

NOTE:

69.2

n.a.= not available
(a) Includes apartments, duplexes, flats, single family
dwellings, condominiums·.
(b) Reflects SB 17 rollback in 1979-80 from initial Prop. 13
roll in 78-79.
(c) Negligible growth over prior year reflects a "freeze" on
residential reappraisals by assessor; if normal
reappraisals had occurred, the 78-79 figure would
probably have reflected a rollback from 77-78, rather
than an increase.
(d) L.A. figures are for local roll, including unsecured.
(e) Business inventories excluded, to provide comparison
with 1980-81, when all 1nventories are exempt under AB 66.
Percentage figure for 79-80 with inventories is 76.5%.
SOURCE:
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County Data

Residential Assessed Value Faster Growing
The "shift"

proportion of the

tell

does not real

the entire story, as

roll can be

by nonresidential gains

,

one

shift looking relatively modest.

the net

Also, the net impact of

adding in the state assessed roll and unsecured property is not
accounted for.
Of further interest then is the percentage increase
assessed values of residential versus commercial/industrial
from 1978-79 to 1980-81, the entire three-year period
Prop. 13.
Table 7 indicates that over time re

1 values are

rising at a faster rate than are

a

ties, which may

possible

the "shift" over
TABLE 7
IN MARKET VALUES
RESIDENTIAL vs.
78-79 TO 1980-81
($
1
)
Non-Residential
78-79
80-81
% Increase
% Increase
Value
Va
Value
(a)$70,000 $94 00

Los
San Diego

San Francisco
San Mateo
Ventura

34 3%

$49,200

$56,000

1 .8%

29, 8

46.8

6,335

9,266

46.

8,500

10, 28

20.3

5,141

5,848

13.8

10,501

12,774

21 6

796

919

15.5

5,607

8,542

52.3

2,723

3,799

39.5

19,808

"commercial and
property types

(a) L.A. reported non-re
which may omit some
SOURCE:

A-

Data

II

Short-Run Implications Inconclusive
The upshot of the available Board and county data is that
it is simply too soon to confirm the short run implications
of Prop. 13 on the assessed value "shift".
Long-Term Trend
Over the long term, the Board of Equalization believes
that "all the ingredients are present to support the forecast
of a continuing shift towards residences (single and multiple)
and over an extended period of time". (ll)
As more homes transfer, more and more of the previously
foregone value increase will be picked up.

Homes that transfer

every two or three years will be on the roll at nearly fair
market value. (12)
Further, assessors had until June 30, 1980 to go back
and apply proper base year values to properties which have not
transferred since 1975.

Due to heavy

post~l3

workloads,

action on updating these values was deferred in many counties
until the deadline, meaning that a big boost in value for all
property, and especially homes, will be reflected on the 1980-81
assessment roll for the first time, even though theoretically it
should have been reflected on the first Prop. 13 roll of 1978-79
(had it been practically possible) •
Therefore, the "rollback" effect indicated by Table 5 may
be more pronounced than it should be, partly as a function of
this workload lag.

Evidence that this is the case comes in the

form of preliminary estimates that assessed values will increase
(11) Memorandum to Assemblyman Tom Hannigan of August 12, 1980
(12) See (9) Supra
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in 1980-81 by a substantial 18 percent over 1979-80 (See
page

G-41

of General Reference Section for preliminary

values reported by county

1980-81.)

Practical Ramifications
"The shift" is possibly of academic interest to the
average individual taxpayer, because it is simply a
statistical occurrance.

No one's taxes go either up or down

as a consequence of the shift, per se.
The property tax will, over time, shift tax burdens in
the direction of those property types experiencing the
greatest increases in market value, since the property tax
measures value (even though Prop. 13 limits the occasions
this value may be reflected on the assessment rolls.)

Such

shifts should not necessarily be viewed as an aberration
of the tax.

However, if the expected shift towards residential

properties is to be stopped, with no regard to the first
"inequity" discussed in Part I, there are several options,
all of which involve one form or another of a "split roll''.
Alternatives for Committee Consideration

•

The term "split roll" refers to a division between
property types on

assessment roll.

There are generally two reasons for splitting the assessment roll.

One is to tax a certain segment of the economy

differently from the others.
stop a shift.

The

The second reason for a split is to

reason is the most traditional one,

and is reflected in the laws of many states.

It simply

provides that one or more property types will either have certain
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exemptions, will be assessed at a lower level, or will be
taxed at a lower rate, compared to other property types.

To

this end, California already has split roll, of sorts.
Some of the splits in current law include:
•

Homeowners receive a $1,750 assessed value
exemption whereas nonhomeowners receive no such
exemption.

•

Land owners with land conservation contracts
receive special assessment consideration over
land owners without such contracts.

•

Qualified veterans receive various veterans'
exemptions.

•

Land used to grow timber and zoned as "timberland
preserve" is valued preferentially.

•

Nonprofit golf courses are valued preferentially.

•

Utilities valued by the Board do not receive the
value restriction provisions of Proposition 13.

•

Holders of business inventories are totally exempt.

•

Personal property does not receive Prop. 13
restriction provisions.

•

Appraising at the time a property is acquired or
newly constructed represents a split.

If the split is to stop a shift, however, the mechanism
becomes more complex as it must be designed to counteract the
shift.

There are two basic categories of split roll:
•

The first category is a one-time split that
arbitrarily allocates either a lower assessment
ratio or lower tax rate to one class of property
as compared to the other. More than two classes
can be so generated. If, however, the expected
shift is continuing, this type of split provides
only temporary relief.

•

The second category is to develop a mechanism
whereby the corrective mechanism continues to
work over time in direct response to the shift.
Within this category are several alternatives.
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Chart 2 indicates a range of possible approaches and
options which address the apparent shift in assessed values
and property tax burden.

Some may be enacted statutorily .

•
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LEGISLATIV::: J\LTERNJ\TlVES--1\SSESSED Vl\LUE S!IIFT

1.

~!!:_~E}!_ati ve

Description

Onc-'fime Split

Creates either a lower assess- 1.
ment ratio or a lower tax rate
for residential property as
compared to non-residential.
More than 2 classes of property
may be defined.
2.

3.

May provide only temporary relief,
if shift is continuing, i.e.,
shift will initially plateau or
be retarded, then will creep
upwards in future years. Treats
shift on statewide average only,
impact in different counties
will vary.
Under this option the 1% limit
is abandoned. The two ratios
or rates could be set, with
this differential, to assure a
prescribed net revenue loss,
wash qr gain, statewide. Local
agencies would not of necessity
lose revenues--some revenue
InCreases might be permitted,
within their Prop. 4 limits.
Non-residential taxpayers would
experience tax increases. State
cost reduced or eliminated.

OPTION:

5.

Under this option, state incurs
substantial cost to re1mburse
local agencies for their revenue
loss--no local effect. However,
Constitution requires a state
tax increase in amount of HOE
cost, and comparable renters
relief to increased HOE benefit.
Relief to homeowners will be
eroded as home values increase
and per "change in ownership".

1.

No tax increase for any taxpayer.
Non-residential taxpayers remain
at present levels, residential
taxpayers receive tax reduction.

2.

Provides on-going relief in
aggregate, but individual shifts
may occur (See Comment 6).

3.

No local revenue loss, but
increased state cost to reimburse
locals for reduced property
taxes--potentially substantial
cost.

4.

Constitution requires state tax
increase in amount needed to
fund increased HOE cost.

5.

Constitution requires comparable
renter relief to increased HOE
benefits. This entails increased
state cost.

6.

Since the growth in market value
is not uniform statewide, while
HOE value is, major disparities
could occur over time. Taxable
values of homes also not moving
uniformly over time due to
"change in ownership." These
probleulS could be alleviated if
the homeowners' exemption were
indexed to the value on which
one paid taxes of each
individual property, but such
a mech~nism would create
treme .. dous differences in the
amount of exemption allowed.

Increase homeowners

amount, in lieu of rate/ratio
change.

On-Going Split-Indexed Homeowners'
Exemption

Local revenue loss--magnitude
depending on extent of ratio
or rate reduction--potentially
substantial. State cost for
schools increases by 37% of
amount of property tax reduction.

OPTION: Create both a hfgher 4.
rat1o or rate on non-res1dential, as well as ~ower ratio
or-rate on resiqential.

~ion by substantial

II.

No tax increase fJr any taxpayer.
Non-residential taxpayers remain
at present levels, residential
taxpayers receive tax reduction.

Homeowners exemption is
increased annuaXly in same
proportions as aggregate
value increases of homes,
statewide.
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CHART 2

JII.

Alternative

Description

On-Going Split-Differential Tax kdtes

To extent residential side of 1.
roll grows faster than the
non-residential side, the
countywide tax rate for
re!.ldential properties is
lowered to keep aggregate
2.
tax proportioned between the
2 parts of the roll.
Operates
county-by-county.

Comments

3.

but less than
State cost for
37\ of amount
reduction.
4.
such
contained
Now, under
tax rate and
such a system
without many of
tions.

•

OPTION: Allow increase in
non=residential tax rate as
well as lowering of residential rate, at local option.

5.

OPTION: Provide for countyby-county split assessment
ratios, rather than rates.

6.

revenue levels .
IV.

On-Going Split-Differential Value
Standards

Place non-residential property 1.
on fair market value standard,
either annually (in lieu of
ownership change/new construction)
X m.unber of
2.
to current
-~~~~~.

reapprais-

als.
3.
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tax lncrease.

residential

Alternative

v.

l975-7t base year value or
fair market value as of
transfer. or new construction:
2% annu~l increase thereafter

Keep Existing Law

III.

1.

No conclusive proof exists
regarding the shift as of this
time. Action might be deferred
pending hard evidence that
shift is continuing or ac·celerating.

2.

This assessment: system has been
approved by the voters and by
the State Supreme Court.

3.

By not changing the law, no
taxpayer's tax burden will be
affected.

4.

No change in local revenues.
No Prop. 4 impact.

Dealing With Both "Inequities" In One Package
Not all proposals which might prevent a shift from

occurring will also accord equal treatment to similar properties.
Thus, if both the assessed value shift and the value disparities for similar properties (identified earlier in this
report) are to be addressed in

~measure,

then either the

fair market value or base year value standards ennumerated in
Chart 1 on page 21

must be incorporated with one of the

Chart 2 approaches.
One such hybrid approach might be a constitutional
amendment which phases in to fair market value for all
taxpayers, and which utilizes a lower tax rate applied to
residential properties to maintain a constant proportion of
tax burden.

Numerous variations on this theme are possible,

and some of these are outlined in Chart 3.
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Cl!!II<T 3
I.EGISL.I\TIVE OP'l'TONS FOR BOTH DISSIMJ LJ\l< Vr.t,!Jf: I'.ND TJIY. SI!IF'J' ISSUES

I.

l\lternative
------

Description

Fair Market Value,
Split Tax Rate

Fair market value standard
applies to all taxpay~rs.
A split roli-rs adopt~d
with a lower c0untyw1 ne
tax rate applied to resi··
dential property, at a
level which maintains a
constant proportion of
residential tax burden in
the county.

Commf!nts
L

2.

3.

OPTION: Apply fair market
value standard and lower
tax rate system to residential property
upon
transfer or upon
new
construction.

Probable net local
increase.
Impact will
Areas of
will

4.

5.

•
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6.

This option requires
among residences. During
~ua~~-~"' similar
different tax

7.

could be
even with
its revenue impact
government

CHJ\RT 3
----

II.

Alternative

Description

Fair Market Value,
increased homeowners
eYemption

No tax rate changes as in
prior alternative.
HOE
increased by amount needed
to roll back tax proportion
paid by homeowners to a
desired level.

Co1m~:nts
---~--

1.

All taxp3yers treated equally
relative to uniform value
stilndard.

2.

Since fair market value standard
requires a constitutional amendment, the committee may wish
to enact a new IIOE, one not
tiea to the-state tax increase/
renter rt!lief requirements of
the exiHting IIOE, which can be
increased statutorily, subject
to those requirements.

3.

This option is still a split
roll. Nonresidential taxes
go up aue to fmv. Homeowner
taxes go down. Without comparable renter relief, net tax
pass-on burden to renters may
increase. If new HOE is large
enough, then subsequent value
increase~ will not result in
taxes higher than present
levels. However, over time, a
static flOE will be overcome by
inflation.

4.

No local agency revenue loss,
if state t·eplaces revenues;
this entails a substantial
state cost. Renter relief
pressures mean more state cost,
if granted. But a new HOE
might provide that cost of new
HOE be shared; state might
subvene~ revenue loss,
rather than 100%.

OPTION:

Index the new HOE•
or other inflation
measure.

5.

This option will be more
effective over the long run
in preventing re-occurance
of shift in tax burdens to
hmr.eowners. However, it
entails greater state/local
costs, and would be establishing a new "COL!\" with resultant
loss of legislative flexibility
in budgeting.

Uses base value rather
than fair market value.
Tax rate on nonresidential properties increased
above 1% by county.
(Base
value system as per
Alternative III on Chart I)

1.

All taxpayers treated equally
relative to uniform standard
of value.

2.

Tax increase for all nonresidential properties, to retard
tax shift. Tax decreases
for homes which transfer or
are newly constructed, relative to current levels. No
tax increase for any residential property.

3.

Unknown impact on local revenues;
will vary by county. A tax
rate sufficient simply to retard
shift may still produce less
revenue than current system,
since current value reappraisals
for construction/transfers are
droppe0. The state incurs
increased school costs at 37%
of amount of net property tax
reduction.

~

~II.

Base year value,
split tax rate
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By reason of

mectiC~n

property·
111neued
v111lue
io tau!ion lim.b
lllllii:S which
relalion~hip

I

10

un l'oreseen,

perhaps
acquisition n!ue system
rome 1usurance his future 1u
on a fairer basis th111n

11 cum:IH
who acquired his
for $40,000
and lued on ihe
!lull cos!
mukel value). This f!!$Uh is fair and
may be said reasonably lo rel'lecl lhe
able to pay for his
rather

acquisilion, in part on

of ules

third

he can uercise no conHoi.'On !he other hand,
ror iimilar properly in 1977 is lu:nceforlh
level which rellecls,
he
1h111 property. Seen in !hili
111nd conlury lo
sec:lion 2 does nol
discrimina!e
perwrn who acquired lhl:ir
properly afler 197.5, for
perwn11 are lls.ieued 11nd tu~d in pr~!Cciu:ly
lhe ume manner u !hose who
in 1975, m~mc:ly. l)ll an
acquisition value b.uis
Qn the owner's free and voiunlill')' &<.1s
of purchue. This is 1111
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leave open for fu!ure
!he proper applica·
tion of arlicle XIII A
ownership or new
conslruction.)
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ta:~~n
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APPENDIX

I

The Prop.

Penalty

on Tax- District

Setting a

Be Fair to

By LAURA RE.'dSON MITCHELL
or most California property owners.
Proposition 13 was a dream come truea haven from L'le w:<"'·'"'"" c
tax bills. But now.
revenue-limit
are starting to recognizi! some of
meaisn't new. was included i!1 several
sure's negative side effects and are con- attempts at property-tax reform prior to
advantages:
. sidering some changes.
Propos1tion 13. But those earlier limits conrestore eqlllty to the pro::>e:iY·
· Property- owners are understandably templated much higher property-taX levels.
makmg sure property- ta.."i:
·skittish about tampering v.ith Proposition By adopting a revenue-limit
now
property wealth. Howev13. They think that it brought them both and setting the limit at the
of property er. it would leave the level of those bills
lower property taxes and fair property taxes allowed under Proposition 13, the tax subject to voter controL (Besides being untaxes. Unfortunately. that's not what they . cut would be protected. (A local-option fair. the present system d1storts the housing
goL
provision could' giVe local voters the right to market by addmg a propeny-taxpenalty to
Proposition 13 slashed property taxes by raise or lower the1r own linuts if they so the cost or huymg a new home.)
;,
setting a 1% !t:nit on the tax rate wh1ie wished.) Meanwhile, the new system would · -if destred. revenue hmiLs could be calestablishing what amounts to a freeze on redistribute tax burderut so that within a culated separately for resident•al and noilmost property assessments. The measure given junsdiction. owners of proper!Jes wit.'> resJdenllal property. Th1s could end the
, pegged assessmenL• to the March l. 1975. equal value would pay equal taxes.
shtft L'lat has gradually seen a larg,.r and
: value of property. ad;u.>ted by 2% a year to
Compared w1th the present system. t.'le larger share of the total property-tax bur: reflect tn!'w.uon. Only m L'>e ca.'!€' cf new property-tax revenue-hmit approach rnay den borne by homeowners. By reqwrir:g
~ corun.rucu.on or d"•...l.n~~ in O"olr'T)ti"nhJp are ,.,m a btt compucated. but !t ,_,based on a
that both type-!' of property share the bur~ent.s penrut:t'<l to reflect the current
s1mple fact, The s::e of your property-tax den equally. owners of nonres~denual propmarket vaJueof prop..>rty.
..
,. bill depends on both the tax rate ami the . erty could be a..qsured that they would not
This approach seemed simple enough. hut · taxable value of your property. If your become an easy target for tax collectors.
its implementation has revealed numerous house has a taxable value of $40.000 under
-By pennittmg voters in each localjunsproblems. The Legislature and the State Proposition
t:-,en a i. o/o tax rate will gtve diction-city, county. school district or speBoard of Equalizauon are stilt trying to you a tax bill $400. li the taxable value 6f cial district-to ratse or lower the-ir ow-n
clarify definitions and pro_v1de assessors your property is allowed .to rise-say. to , revenue limits. this approach could restore
'with the practical gmdt>lmes they need. $80.000-Lloen the 1% tax rate would give ·some of the local control that was lost as a
Meanwhile. the electorate already has you a bill of $800. But if the tax rate falls to result of passage of Proposition 13.
"
amended the original measure once to elim- .5%. your tax bill remains at $400.
· Some techmcal problems may developln
inate certain i.nequities. Other such propo- · A revenue limit would apply to the total the course of designing and implementing a
sals will appear on November's ballot.
amount of property-tax revenue raised. To property-tax revenue hm1t. but the new ap· .. The most obvious inequity of the pr<'Sent - stay within such a limit when property proach also would eliminate many existing
system occurs when property changes own· values soar, the tax rate would have to be ·problems caused by Proposition 13's current
ership. Take the case of Tom and :\fary Ben- reduced. This would keep tax bills from get- asses.qment provisiOns.
son (not their real names). \Vnen they ting out of hand even when property is apI am convinced the challenge can be
bought their modest San Fernando Valley praised at current market. value. Because '!Jle real question is whether those in power
house earlier this year. they learned that the lower tax rate would be applied to up- are v.illing and able to push for the idea. The
their property- tax bill wo.,Ud be nearly ;o-date assessments for
people approach is more soph1sticated than me&
three times that of their next-door neigh- hke the Bensons and their
would subJe-cts dealt wtth on the political stump.
bors. whose home was worth
tht> ·:wind up with comrarable
:·and that may work against 1L lt's also true
·same as theirs. The reason? The
Under PropoSition 13. total onJP<'rtlHcu that while a revenue 1tm1t would mean
neighbors o-.vned th<'ir home in 1975 and revenue can grow as a
taxes for some. it would mean
therefore were assessed based on the prop- struction.
tax bll!s for others. But if Californierty's 1975 value. The Bensons· assec:..sment · cha.r,ges '"""'e"':hi11.
ans want to restore some measure of fairwould be based on their home's 1980 value.
ness to their property· tax system~ this is the
flatten factor.
The Bensons' story is not
ln fact. should be ,..rm,.uPo
way to do it. And the sooner the better. -p
this gross inequity prompted
Sen. Ol.
."
lie Speraw ( R- Long Beach) to introduce a
A more realistic ·infl~tion factor and
lAura Remson Milchr/1 is a free-lance
cor..stJtulional axnen<irnent eliminating
write-ton economic and political issues and a
cia! treatment of new construction in
praisal of re;11dential property when
member of the Asse:<sment Pn:v:tices Advisory
latmg the hm•t would
but
!!Old. Tne measure fJ.lled to
for the sions also may be
to
Council for Los A 1U)eles County.

F

•

Homeow·ners

November ballot. but it <".arne
. than rno«t OO..,rv~ had

Though L'le

ckl<ler

"''"""'ted.
wcll-mtended.

w~s

··tt's probably ;u.<t as
that Jt d:drl't reach
the baHoL It would me-ie!y have placed

another Band-A1d on
J.SSeSSmert
that needs reconstmctive
more. it v.-ould have jolted
once
by cutting about
revenue throughIt would have ellJni.t1 ...

the most visible oi the current
li)'stem's
lt would have continued
,·-perhaps
more subtle and
long-lasting inequities associated with any
ass'es.,ment frC('2e.
Though his plan was flawed, Sp('raw h~s
done the taxpayers of California a serv1ce by
focusing legtslative att<-ntion on problems
within the present property-tax system.
·Among the changes now bemg conSJdered
·are cyclical reappraisal of commercial/industrial property (favored by the Los Angeles County A..«sessor's off1ce) and estah. llshment of separate rates for residential
and commercial/industrial pro~y. So _this.
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III
ASSEMBLY REVENUE AND
ASSEMBLYMAN WADlE P.

SCA 46

COMMITTEE

INITIAL VERSION

(SPERAW) AS AMENDED JUNE 4, 1980

SUBJECT:

Prop. 13 residential assessments; "split roll"

IF Is CAL sUMMARY :

(Fiscal Committee:

No)

Local:

Revenue loss starting in 1981-82 of between
$1.1 to 1.5 billion - loss increases
substantially thereafter.

State:

Approximately 37% of the loss would be shifted to
the State through the school finance formulas,
which provides the State makes up the difference
between what is received from property tax and a
given level of State support.
SOURCE:

Committee staff

WHAT THE SCA DOES:
SCA 46 proposes to adopt a split assessment roll in Califo
under which residential property would be assessed in a
different manner than other property.
Specifically, the
measure:
•

Eliminates reassessment of residential property on
change of ownership, as now required by Prop. 13.

•

Provides that the assessed value of newly constructed
residential property shall be determined by the value
of comparable residential property in 1975-76.

•

Provides that the provisions are retrospective, i.e.,
they will apply in 1981-82 to all residential
property which changed ownership or was newly
constructed since March of 1975. No refunds are
permitted.

BACKGROUND:
Article XIIIA, Section 2 of the California Constitution
provides that full cash value, for purposes of property
taxation, means the value shown on the 1975-76 tax bill.
If property was not assessed up to the 1975-76 full cash
value, it may be reassessed to reflect accurately that
valuation.
This value, predicated on the 1975 full cash
value, may be increased by a maximum 2% inflationary
adjustment factor annually from 1975.
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a,

SCA 46
Page 2
This value remains the basis for assessment until such
time as the property undergoes new construction, is
purchased or othe
se
after 1975 lien
date, at which time such property is reappraised at its
unrestricted,
ir market value as of the date of the
transaction or construction.
COiv'L.'VlENTS :
l.

Rationale for "Acquisition Value" Approach
Article XIIIA (Prop. 13) established a new standard of ·
assessing property, known as "acquisition value".
This new standard obviously results
similarlysituated property having vastly different property
tax
lis--depending on the date of acquisition.
Is change as proposed by SCA 46 necessary? The voters
were
sed of the effect and rationale for the
assessment provis
and change in ownership trigger,
both
the
lot
analysis and arguments, and
the Prop.
itself.
Prop. 13 was approved
by 65% of
overwhelming support
despite
sparities that would
res
Howard
ef
He has
he
homes

has consistently held that this
planned in the initiative.
quoted to the effect that
so that people buying new
what tax burdens they faced,
same (except for the 2%
) as long as they didn't move. An existing
owner would have the stabi ty of the 1975 level value.
Effect Lowers

2.

Benefit

A
price than

a lower tax
would command a higher
cal home with h
taxes.
This
talizing".
Theoretically, the tax
th
measure will be all or partly
gher purchase
for the home.
an existing or newly constructed home
price as a result of this SCA, all
or
the added amount that would have been paid
tax under current Prop. 13 assessments
will have been shifted into
tional profit for the
seller.
3.

What is "Residential"?
SCA 46 uses the term "resi
al" but doesn't define
it.
It
appear to
lude rental-residential
property. How will apartment-hotels be treated?
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SCA 46
Page 3
What about second homes which are partially rented
on a daily or weekly basis during the ski season?
Should this proposed tax relief be limited to property
receiving the homeowners' exemption?
4.

New Construction:

Comparability Problems

Over time, it may be difficult if not impossible to
value newly constructed residential property taxed on
1975 comparables. With new technology, there may be
residential property constructed in 1990 or 2001 for
which there are no comparable 1975 properties.
Or because of technological advances, certain features
which were very expensive in 1975 may be relatively
inexpensive in 1990 or 2001. For example, new homes
in the future may be equipped with computers to
perform a number of tasks. But to value such houses
as if they were 1975 homes with computers could result
in valuations which are far in excess of their 1990
or 2001 values.
5.

Land Values Proportion Diminishes
This SCA will forever freeze, for tax purposes, land
values of land used for residential purposes at 1975
levels plus 2% per year. Over time the tax on land
as a percentage of value would become extremely low.
Some tax on land has been justified on the basis that
part of the value of land has been created by expenditures by government which has enhanced the value of
the land.

6.

Local Service Impacts
There is a major first year loss of revenue to
local government--and in each year thereafter the
slow growth rate will make it impossible for local
agencies heavily dependent on property tax to fund
inflationary costs.
This will cause a major reduction in programs and/or
personnel in the first year and a continuing yearafter-year reduction in program and personnel.
These reductions will be greatest in areas with the
most rapid turnover of homes or new purchases.
In
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SCA 46
Page 4
fast growing areas this means that revenues which
would otherwise have funded new services to this
expanded populations will be instead used for tax
relief for these new residents.
The Committee may wish to include in the measure
provisions by which local government could recoup
the lost revenue in some other manner.
7.

Senate Votes
Senate Rev & Tax
On reconsideration
Senate Floor

4-3
5-l
27-8

Prepared by: David R. Doerr
June 11, 1980 (Revised 9/8/80)
dfg
Attachment:

Text of SCA 46 (6/4/80)
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(1st vote)

(FIRST VERSION)

AMEND ED IN ASSEMBLY JUNE 4, 1980
AMENDED IN SENATE APRIL 28, 1980

Senate Constitutional Amendment

No. 46

=----=="-- ..:=.==================

Introduced by Senator Speraw
(Coauthors: Assemblyme.n Bergeson and Naylor)

March 18, 1980
==:==·= = = = : : ; = = = = = = = = : = = = = = = = =

Senate Constitutional Amendment No. 46--A resolution to
propose to the people of the State of California an
amendment to the Constitution of the state, by amending
subdivision (a) of Section 2 of Article XIII A thereof, relating
to taxation.
LEGISLATIVE COUNSEL'S DIGEST

SCA 46, as amended, Speraw. Property taxation.
Existing provisions of the California Constitution limit the
amount of ad valorem taxes which may be imposed on real
property to 1 % of the full cash value of the property.
Such provisions define "full cash value" to mean the county
assessor's valuation of real property as shown on the·l975-76
tax bill under "full cash value" or thereafter, the appraised
value of real property when purchased, newly constructed or
a change of ownership has occurred after t~e 1975 assessment.
This measure would define "full cash value" of residential
real property to mean the county assessor's valuation of the
residential real property as shown on the 1975-76 tax bill
under "full cash value" or thereafter, the appraised value, as
defined, of residential real property newly constructed after
the 1975 assessment.
·
Vote: %. Appropriation: no. Fiscal committee: no.
State-mandated local program: no.
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-2-

J • Resolved

concurring, That
2 the Legislature
at its 1979-80
3 Regular
the fourth day.· of
4 December, 1978,
members elected to
5 each of the t\;vo houses
Legislature voting therefor,
6 hereby proposes to the
of
State of California
7 that the Constitution of
state be amended by
8 amending subdivision (a) of Section 2 of Article XIII A
9 thereof, to read:
10
SEC. !2. (a)
full cash value
residential real
11 property r:neans the County Assessor's valuation of the
12 residential
property as shown on the 197&-76 tax bill
13 under ·:full cash value" or, thereafter, the appraised value
14 of the residential real
newly constructed after
15 the 1975 assessment,
value shall be
16 determined by the County Assessor's most recent
17 valuations in the area under taxing jurisdiction of
18 comparable residential real property previously assessed
19 to reflect 1975~--76 full cash values. The full cash value of
20 all other propt(rty means the county assessor's valuation
21 of real property as shown on
1975-76
bill under
22 "full cash value" or,
the appraised value of
23 real property when purchased, newly constructed, or a
24 change in ownership has occurred after the 1975
not already assessed up to
25 assessment AH
26 the 1975-76 full
may be reassessed to reflect
27 that valuation.
valuations shall apply to the
28 determination of base
values for the 1981-82
29 assessment year and
but not limited
30 to, any change
ownership occurring on and after
31 March 1, 1975, however, taxes paid for prior fiScal years
32 shall not be refunded , and unpaid tax obligations for
33 prior fiscal
shall not be forgiven. For purposes of
34 this
term "newly constructed" shall not
35 include
property which is reconstructed after a
36
as declared by the Governor, where the fair
37 market value of such real property, as reconstructed, is
38 comparable to
fair market value prior to the disaster.

0
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APPENDIX IV
ASSEMBLY REVENUE AND TAXATION COMMITTEE
ASSEMBLYMAN WADIE P. DEDDEH, Chairman

REVISED VERSION

SCA 46 (SPERAW) AS AMENDED JUNE 23, 1980
SUBJECT:

Prop. 13 Assessments

FISCAL SUMMARY:

(Fiscal Committee:

No)

Local:

Revenue loss starting in 1981-82 of about
$1.2 billion. Loss increases substantially
thereafter.*

State:

Approximately 37% of the loss would be shifted to
the State through the school finance formulas,
which provides the State makes up the difference
between what is received from property tax and a
given level of State support.

*Assumes 6.5% growth rate in value of locally-assessed
real property from 1975 to 1981, and that 1975 roll
was increased by 12% due to SB 17.
SOURCE:

Committee Staff

WHAT THE SCA DOES:
•

Eliminates reassessment of all property upon change
of ownership, as now required by Prop. 13.

•

Deletes the present 2% per year assessment increase
limit in Prop. 13 and substitutes a limit of 50% of
the CPI change.

•

Provides that the assessed value of newly constructed
property shall be determined by the value of comparable
property in 1975-76.

•

Provides that the provisions are retrospective, i.e.,
they will apply in 1981-82 to all residential property
which changed ownership or was newly constructed since
March of 1975. No refunds are permitted.

COMMENTS:
1.

Split Roll Removed
As amended June 23, 1980, SCA 46 no longer proposes
split roll treatment for residential property; all
property is treated the same.
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2.

Tax Increase for Many Properties
The table below illustrates the impact of this change
on a $50,000 home in 1975, with no change in ownership,
with the comparable tax burdens under each approach
since 1975:
Ca. CPI
Year
Change
SCA 46 Value
Pro:e. 13 Value
1975
1976
1977
1978
1979
1980
1981

8.5%
5.4
7.3
7.4
15.7
12.0

$51,000
52,020
53,060
54,121
55,204
56,308

$52,125
53,532
55,486
57,539
62,056
65,779

SCA 46 thus represents an increase in property taxes of
$94.71 in 1981-82, under the above example.
The impact on properties which have changed ownership
since 1975 would depend on the value of the property
at the time of the change. There could be increases
in values as a result.
3.

General
For general comments, see analysis for 6/4/80 version
of bill.

Prepared by:
David R. Doerr
June 23, 1980 (Revised 9/8/80)
js
Attachment:

Text of SCA 46 (6/23/80)
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(SECOND VERSION)

AMENDED IN ASSEMBLY JUNE 23, 1980
AMENDED IN ASSEMBLY JUNE 4, 1980
AMENDED IN SENATE APRIL 28, 1980

Senate Constitutional Amendment

No. 46

Introduced by Senator Speraw
(Coauthors: Assemblymen Bergeson and Naylor)

March 18, 1980

Senate Constitutional Amendment No. 46-A resolution to
propose to the people of the State of California an
amendment to the Constitution of the state, by amending
subcli·;ision -fat- e.f subdivisions (a) and (b) of Section 2 of
Article XIII A thereof, relating to taxation.
LEGISLATIVE COUNSEL'S DIGEST

SCA 46, as amended, Speraw. Property taxation.
Existing provisions of the California Constitution limit the
amount of ad valorem taxes which may be imposed on real
property to 1 % of the full cash value of the property.
Such provisions define "full cash value" to mean the county
assessor's valuation of real property as shown on the 197.>-76
tax biH under "full cash value" or thereafter, the appraised
value of real property when purchased. newly constructed or
a change of ownership has occurred after the 1975
assessment , with a permissible increase by the inflationary
rate not to exceed 2% per year.
This measure would define "full cash value" of residential
real property to mean the county assessor's valuation of the
residential real property as shown on the 197.>-76 tax bill
under "full cash value" or thereafter, the appraised value, as
defined, of residential real property nev,-ly constructed after
the 1975 assessment, with a permissible increase not to
exceed .50% of the inflationary rate.
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Vote:
Appropriation:
State-mandated local
1

no.
no.

committee:

no.

Resolved by the

2 the Legislature
3 Regular Session
4 Deeember, 1978, two-thirds
5 each of the two
of the
6 hereby proposes to
people
7 that the Constitution of the
8 f:Hfteneing subdi ..>'ision #
9 tfi.er-eef; te ~

10
11
12
13
14
15
16
17
·18
19
20

21
22
23

24

25
26
27
28
29
30
31
32

33
34

35
36
37

~ ef Artiele X:Hl A
amending Article XIJI A thereof, as

follows:
First-Subdivision
Article XIII A is
amended to read:
SEC 2. (a)
value of residential real
property means the
valuation of the
fesidential real property as
1975-76 tax bill
under "full cash value" or,
appraised value
of the residential real property
constructed after
the 1975 assessment, which
value shall be
determined by the
most recent
valuations in the area
jurisdiction of
comparable residential
property previously assessed
to reflect 1975-76 full cash values. +he
ea4 ¥&kte ef
tJl ffih.er property means ~
assessor's valuation
ef f'eftl property as shown eft
1075176 MHt WI under
~ easlt ¥alue" er, thereafter,
appraised ¥&kte ef
f'eftl property when purchased, ne'<'<'l;' constructed, et=- a
chaegc ffi. ownership has occurred ~ the m
assessmc:flt All real property not already assessed up to
the 1975-76 full cash value
to reflect
These
apply to the
of
year
the 1981-82
assessment year and thereafter, including, but not limited
to, any change of
occurring on and after
March 1, .1975, however,
prior fiscal years
shall not be refunded, and
tax obligations for prior
fiscal years shall not be
purposes of this
section, the term "newly
shall not include
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-31
2
3
4
5
6
7
8
9
10
11
12
13

SCA 46

real property which is reconstructed after a disaster, as
declared by the Governor, where the fair market value
of such real property, as reconstructed, is comparable to
its fair market value prior to the disaster.
Second-Subdivision (b) of Section 2 of Article
A
is amended to read:
(b) The full cash value base may reflect from year to
year not to exceed 50 percent ofthe inflationary rate fief
ffi exceed £ pereest fat: ftfl:Y gives yettf' or reduction as
shown in the consumer price index or corn parable data
for the area under taxing jurisdiction, or may be reduced
to reflect substantial damage, destruction or other factors
causing a decline in value.

0

•
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APPENDIX V
AND TAXATION COMMITTEE
ASSEMBLYMAN WADlE P. DEDDEH, Chairman

SPLIT ROLL PROVISIONS ONLY
ACA 36 (KAPILOFF) AS AMENDED FEBRUARY 11, 1980
SUBJECT:

Split Roll:
increased value standard and rates for
non-residential and non-agricultural property

FISCAL SUMJ.\1ARY:

(Fiscal Committee:

No)

State:

Savings to state of about $4 billion,
due to offset in school funding.

Local:

Cities, counties, special districts receive
additional unknown amount of revenue, from
"fair market value" standard applied to commercial
industrial properties (e.g. a 5% increase in C/I
value would produce about $150 million) .
Schools receive $4 billion based on ADA, but lose
like amount in current state subventions.

Homeowners/Agriculture:
No effect
Commercial/Industrial:
Increased tax burden in 1980-81 of about $4 bill
Effective tax rate of about 2.66% (1% Prop. 13 +
ACA 36 + .16% debt), plus additional unknown amount
due to assessment changes.
SOURCE:

Committee Staff

WHAT THE ACA DOES:
1.

Requires each county to levy an additional property tax
rate of 1~ percent of full cash value on all property
used for other than residential or agricultural purposes.

2.

Additional funds accrue to school districts, based on ADA.

3.

For property other than residential/agricultural, value
is predicated on annual "fair market value".
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BACKGROUND:
Prop. 13
Value is
property
March l,

limits property taxes to l% of full cash value.
based on 1975-76 leve , or current value if
is transferred or newly constructed after
1975.

COMMENTS:
l.

Purpose of Bill
It is our understanding that the purpose of this
measure was to provide an alternative way of funding
state programs, had Prop. 9 of June 1980 passed.

2.

Impact on "Shift"
In 1980-81, residential and agricultural properties
will account for about 60% of property taxes paid.
Under ACA 36, these properties would account for only
37% of total property taxes paid, due to the increased
tax paid by commercial and industrial properties.

3.

Business Impact
a.

An effective tax rate of 2.66% on non-agricultural
business property is 229% of the present
limitation under Propos
13. In pre-Prop. 13
terms, however, it is still 5% less than the 2.8%
effective tax rate in 1977-78.

b.

Business taxpayers would
that increased
taxes will result in increased prices for the
goods and services they provide.
As noted above,
inesses would still be slight
better off than they were Pre-Prop. 13. Does a
rationale exist for boosting prices and rents
beyond 1977-78 levels,
to this ACA alone?
lable evidence
that, in general, both
prices and rents have continued to rise, despite
the substantial tax savings accorded to business
and landlords as a group by Proposition 13.

c.

Similarly-situated businesses
ll receive comparable
values, albeit at higher tax levels. This removes
the competative disadvantage to a new, or relocated
business under current
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4.

Prop. 4 Refunds Possible
The increased revenue to some local agencies may cause
them to exceed their Prop. 4 limits, thus resulting
in refunds to taxpayers. This is especially likely
in highly commercial and industrialized cities.
It
is up to each agency to determine which taxpayers
will receive such relief.

5.

Assessment Inequities Continue for Homeowners
ACA 36 does not change the acquisition value standard for
homeowners and farmers.

Prepared by: Bob Leland
July 2, 1979 (Revised 9/8/80)
js
Attachment:

Text of ACA 36
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A\1ENDED IN ASSEMBLY FEBRUARY 11, 1980
IAIJFORNIA LEGISLATURE-1979-80 REGULAR SESSION

Assembly Constitutional Amendment

Introduced by Assemblyman

No. 36

Kapil~ff

March 21, 1979

HEFSHRED TO COMMITTEE ON REVENUE AND TAXATION

Assembly Constitutional Amendment No. 36-A resolution
to propose to the people of the State of California an
amendment to the Constitution of the state, by adding
Section H) ffi Article ~ ey amending Stibdivision fkt ef
SeetieH a of; ~ adding Sections B+:e ~ 00 te; ey adding
subdivisions fst ~ ftt re Section a of; ey repealing Section
00 of; Arflel.e ~ ey amending subdivision -f&t ef Section ±
ef ~le -X:Hl A;~ ey adding Sections 8 ~ 9 ffi A:rtiele :XX:,
Section 35 to Article XIII, and by adding Sections 7 and 8 to
Article XIII A, relating to taxation.
LEGISLATIVE COUNSEL·s DIGEST

ACA 36, as amended, Kapiloff (Rev. &. Tax.). 8ffife
Fevenues ~ appropriations Sales, use and property !axes..
~-~----

Existing California constitutional provisions ltm#: t.fte
valuation ef le:fl.e: enforeeably restricted re epett/spaee HSeS;
fe.f. pFoperty tft.;t: purposes, ~ limit the amount of general ad
valorem taxes on real property to 1% of the fair market value,
as defined.
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This measure
value to current
used for other than
This rneasure
additional ad valorem tax on
than residential or
of the current
this additional tax
county in proportion to
the district who are county
Vote: %. Appropriation: no. Fiscal
State-mandated local program: no.

I

yes no.

Resolved by the Assembly,
Senate concurring That
1
2 the Legislature of the State of California at its 1979-80
•.)
'"' Hegular Session commencing on 'the fourth day of
4 December, 1978, two-thirds of the members elected to
voting therefor,
.5 e:lch of the two houses
the State of California
6 hereby proposes to the people
1

2
3
4

5
6
7

I

8
9
10
11
12
13
14

15
16

17
18
19
20
21

22
23

24
25
26

as follows:
First .J. +l:m:t Section
te Article X±; te rea4
First-That Section 35 is <ldded to
XII~ to read
SEC 35. The combined rate of any state and local
sales and use taxes, including the rate for transit districts,
shall not exceed 6~ percent.
Second-That Section 7 added to Article XIII A, to
read:
SEC '1 In addition to the tax cwthorized by Section 1,
each county board
an ad valorern
tax on all
used for
residential or
agricultural purposes at the rate
of the full
cash Vcllue of such property. The auditor of each county
shall deposit the proceeds ofsuch
..Countywide
School FuncL "and all moneys
"Countywide School
Fund" shall be
to
districts
each
county,
whole or part,
to
number
ofstudents enrolled in the
who are residents of
the countv.
Third-.:._That Section 8 is added to Article XIII A, to
read:
SEC 8. For the purposes ofSections 1 and 7, "full cash
value" means,
property
re.sidential and
agricultural uses, the value computed pursuant to Section
2, and for all other real property, "full cash value, means
the full cash value in the mf'Jrket place.
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REVENUE
ASSEMBLYMAN

ACA 77 (NAYLOR) AS INTRODUCED
AB 2958 (NAYLOR) AS INTRODUCED
SUBJECT:

Property tax
to a 11 change

FISCAL SUMMARY:
State:

Local:

refunds of taxes due

(Fiscal

Yes)

Maximw7t cost of
year costs increase
of reimburs
local mandated costs.
Revenue reduction of
11 vary wide
rate of property tax

*

s
unknown cost

to-county,

Amount of 1981-82
attributable to
100% parti
eligible taxes.
certainly be less,
number could still be
cash flow
ch could

tax on residences
1978-79. Assumes
postponement of
ll

WHAT THE BILL DOES:
l.

2.

Allows a taxpayer
his/her residence
or "new cons
of what
ownership
current Senior
would apply to

those
le to a "
the amount
the
All

taxes on
owne

"

of the

new non-sen

Provides a refund of a
tax revenues
of ci es,
s
to resi
al
property owners who
ases
due to a "change
" occurr
s
July l, 1978.
The refund (colle
amount of prope
taxes
within a county, in excess of
allowable rate
of increase in
under
XIIIB after deducting the "amount whi
for the
c
school system". The refund amount is
among
eligible recipients.
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3.

Appropriates a blank sum to re
local
ve costs.

4.

state-mandated

at the

1980 election,
11 take effect
1981-8 , and the refund p
sion
1, 1981.

BACKGROUND:

l.

Article XIIIA provides
assessed values of real
property be the 1975-76 level of full cash value,
2% for each year s
then, except that
in
a purchase, change
ownership or new
cons
occurs,
value in that year shall increase
to the true
l cash
as of the date of such
occurrance; value increases
ck up at the 2% per year
level
,
the next year in which an
ownership
or construction occurs.
of a local
taxpayers

3.

established a property tax
1977-78 prope
Cali
years of age or
r
and occupy
own
who had household
income of $20,000 or less for
year 1976. For
, the income limit is adjusted to reflect
CPI, and is
to be $25,000 for 1980-81.
10 000 c
currently receiving an
estimated $4.5
llion
benefit. Payments
accrue 7%
rest.
in
is required upon
moving or death.

COMMENTS:

1.

dif rent
cle XIIIA is to allow vas
for ne
,
e identical
was
cated solely on
the prope
current owner.
Thus,
rent tax
, although both
rties receive the
ce.
governmental se
of these measures is to provide offsetting
such owners, and to allow them to de r payment
of the increased level of taxes.

ACA 77
AB 2958
Page 3
2.

Rationale for "Acquisition Value" Approach
Without directly modifying the property tax, this bill
creates a de facto split roll in attempting to overcome
the effects of an acquisition value standard.
Is change as proposed by ACA 77 necessary? The voters
were fully apprised of the ef
and rationale for the
assessment provisions and change in owne
trigger,
both in the ballot pamphlet analysis and arguments, and
in the Prop. 13 campaign itself.
Prop. 13 was approved
by 65% of the people, showing overwhelming support
despite prior warnings of the disparities that would
result.
Howard Jarvis himself has consistently held that this
effect was intentionally planned in the initiative.
He has been just recently quoted to the effect that
he put that provision in so that people buying new
homes would know exactly what tax burdens they faced,
as the tax would stay the same (except for the 2%
increases) as long as they didn't move. An existing
owner would have the stability of the 1975 level value.

3.

4.

Issues of State Involvement
a.

Why should the state fund such a substantial tax re ef
program (the cost of subventions to local government
for the postponement program)? Tax burdens have been
reduced 40-65% even for those taxpayers in the year
they buy a new home, over what taxes would have been
had Prop. 13 not passed. Why is this a state respons
bility--this situation arose from an initiative voted
by the people.

b.

With a projected $1-1.5
llion deficit projected
for 1981-82 at current spending levels, can the
state afford this level of tax relief?

c.

At "only" 7% interest, compared to current high
interest rates, this postponement program is like
a very cheap loan.
Should the state put itself in
the business of "competing" with private lenders?

Prop. 4 Refund Issues
a.

Under Prop. 4, any revenues in excess of local
agency appropriations must be refunded to the
jurisdiction's taxpayers.
This measure, however, requires
certain property tax revenues to be refunded, even if
the jurisdiction's total revenues do not exceed their
spending lid.
For example, offsetting reductions or
slower growth in other revenue sources may keep the
total revenues in line, even though the property tax
sources may grow at a faster rate than does the
spending limit.
A-65
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Should a local agency be requi
to give up revenues
which would preclude
from spending as much as Prop. 4
allows? Does this
ct the will of the voters
approving Prop. 4?

5.

b.

Under Article XIIIB, a local agency has discretion as to
who should receive refunds of revenues
excess of
spending limits, and how this refund should be accomplished.
This measure requires relief to be given to
recent buyers of residential property.
For many local
agencies there may well
a higher priority for relief
than recent home buyers, but these other taxpayers
would be denied the Prop. 4 refunds they would otherwise have received.

c.

The refund provision (page 2, lines 8-16) is quite
vague
drafting.
It is unclear as to the
mechanics, timing and form of such a computation and
refund, and many questions are raised.
Are the computations countywide, or agency-by-agency? Why are
schools excluded from the revenue cutback?

d.

Are refunds to be made retroactive to 1978-79? If so,
1980-81 local budgets could become seriously unbalanced
as the cumulative effect of 1978-79, 1979-80 and 1980-81
refunds hit local agencies in one lump sum.

e.

Re
11 be highest in areas with the most rapid
turnover of homes or new purchases.
In fast-growing
areas, this means property tax revenues which would
otherwise have funded new services to this expanded
population will instead be used for tax relief to
these new residents.

f.

Is it sound public policy to be in effect subsidizing
growth? This may be of particular concern in the
already high growth rural areas, in light of current
energy conditions.

Postponement Issues
a.

language of AB 2958 (page 3, lines 29-31)
cons tutional authorization of ACA 77,
in that it allows postponement of increased taxes due
to new construction, even though the ACA on page 2,
lines 23-25 specifies only "property which has changed
ownership wi
the meaning of Section 2 of Article
XIIIA".

b.

The postponement program involves a lien on the
taxpayer's home, and requires full payment, with
interest, upon moving.
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However, this seems inconsistent with the idea of postponing upon a "change in ownership".
If a taxpayer
moves, what is the point of paying up in full if that
same taxpayer continues to be eligible for the program
in the new home? The payment to the state may be so
great that the ability of the taxpayer to afford the
down payment on the new home may be impaired. On the
other hand, if payment of back taxes is not made upon
moving, how will title to the old home be cleared?
If no payment is required upon moving, the state may not
receive repayment for many years.
This differs from
the current program where participants are 62 or older,
as repayment can be expected within a reasonable number
of years.
6.

Definition of "Residential" Property
The bill and ACA use the term "residential", but don't
define it.
Does this include owners of rental-residential
property? What about second homes? Is it appropriate that
this tax relief be accorded non-principal places of
residence, such as a vacation home?

Prepared by: Bob Leland
April 7, 1980 (Revised 9/8/80)
dfg
Attachment: Text of ACA 77/AB 2958
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CALIFOR"ilA LEGISLATCRE-- i cr:c. .•3Q REGULAR SESSIO:-\

Assembly Gonstitutional

Ar.~~wndn1ent

No. 77

Introduced by Assernblyman Naylor
~March

6, 1980

REFERRED TO COMMITTEE ON HEVENUE AND TAXATION

Assembly Constitutional Amendment No. 77-A resolution
to propose to the people of the State of California an
amendment to the Constitution of the state, by amending
Section 8.5 of Article XIII thereof, relating to taxation.
LEGISLATIVE COUNSEL'S DIGEST

ACA 77, as introduced, Naylor (Rev. & Tax.). Property
taxation: postponements and refunds.
Under the existing provisions of the Constitution, the
Legislature is authorized to provide tor the postponement of
property taxes on a principal residence owned and occupied
by a person of low or moderate income, who is 62 years of age
or over. ·
.
This measure would also authorize such a postponement on
residential property which has changed ownership since July
1, 1978, and would authorize refunds of taxes on such
property~
.
Vote: ' %. Appropriation: no. Fis<!al committee: no .
. State-mandated local program: no.
1 ·Resolved by the Assembly, the Senate concurring, That
2 the Legislature of the St~te of Califbrnia at its 1979-80
3 Regular Session commencing on the 'fourth day of
4 December~ 1978, two-thirds of the members elected to
5 each of the two houses of the Legislature voting therefor,
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1 hereby proposes to the peop'le of the State of C~lifornia
2 that the Constitution of the state be amended by
3 amending Section 8.5 of Article XIII thereof to read:
4
SEC. 8.5. (a) (1) The Legislature may provide
5 law for the manner in which a person of low or moderate
6 income who is 62 years of age or older may postpone ad
7 valorem property taxes . on the dwelling ownea and
' 8 occupied by him as his principal place of residence:The
9 Legislature shall have plenary ppwer to define all terms
10 in this section.
11
(2)
The Legislature shall provide by law for
·t2 subventions to counties, cities and counties, cities and
13 · districts in an amount equal to the amount of revenue lost
14 by each by reason of the postponement of taxes
15 authorized by paragraph (1) and for the reimbursement
16 to the state of such subventions from the payment of
17 postponed taxes. Provision shall be made for the inclusion
18 in such reimbursement for the payment of interest on,
19 and any costs to the state incurred in connection with,
20 such subventions.
21
(c) The Legislature may also provide by Jaw for the
22 manner in which all or any portion of taxes may be
23 postponed on residential property which has changed
24 ownership within the meaning of Section 2 of Article,
25 XIII A since july 1, 1978.1Votwithstanding the provisions
26 · of Section 6 of Article XV1; the Legislature may also
27 provide for refunds of all or any part of taxes on such
28 property.

0
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CALIFORNIA LEGISLATURE-1979-80 REGULAR SESSION

ASSEMBLY BILL

No. 2958

Introduced by Assemblyman Naylor

March 6, 1980

REFEHHED TO COMMITTEE ON REVENUE AND TAXATION

An act to amend Section 20505 of, and to add Section 99.1
to, the Revenue and Taxation Code, relating to taxation, and
making an appropriation therefor.
LEGISLATIVE COUNSEL'S DIGEST

AB 2958, as introduced, Naylor (Rev. & Tax.). Taxation.
Under existing law, provision has been made for allocating
revenues derived from a county's basic property tax rate to
various entities of local government.
This bill would provide -for refunding a portion of such
revenues to certain taxpayers who have purchased residential
property since July 1, 1978.
Under existing law, provision has been made for postponing
property taxes by persons 62 years of age or older who are
deemed to have low or moderate incomes.
This hill would permit postphnement of a Portion of such
taxes by other persons.
Section 2231 of the Revenue and Taxation Code requires
the state to reimburse local agencies and school districts for
costs mandated by the state. The section also specifies the
manner for paying the reimbursement and requires any
statute mandating the costs to also contain an appropriation
to pay for the costs in the initial fiscal year.
This bill appropriates an unspecified sum to the Controller
for allocation and disbursement to local agencies and school
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ricts
costs
Vote:
Appropriation:
State-mandated local

: yes.

The people of the State of California do enact as follows:
1

SECTION L

Sect

1 is added to the Revenue and

2 Taxation Code, to read:
3
4
5

6
7
8
9
10
ll
12
13

14
15
16
17

]8
19

20
21
22
23

24
2.5
26
27

28
29
.'30
31
32
33
34

99.1. (a) Notwithstanding any ot
provision of law
to the contrary, any taxpayer who has purchased
residential property since July 1, l97fi, shall be entitled to
a refund of property taxes paid on such residence in
accordance with
provisiOns
this section.
(b) The rate of increase in property tax revenues over
the rate of increase in expenditures authorized by Article
XIII B of the Constitution
be determined by the
county auditor. From the amount so determined shall be
deducted the amount which reflects support for the
public school system. The balance shaH be distributed
each year on a pro rata
to the ta.xpayers having
property within the county assessed since July 1, 1978,
pursuant to Section 1 10 because of a change in ownership.
SEC. 2. Section 20505 of the Revenue and Taxation
Code is amended to read:
20505. "Claimant" means an
(a) For purposes
of age or older on
day
approved
year designated
of Section 20503,
disabled, as
in Section 12050 of
Code on
day
calendar year or
approved fiscal year designated in subdivision (b) of
Section 20503, who was a member of
household, and
who was either: ( l) the owner and occupier of a
residential dwelling on
year designated
in subdivision (b) or (c) of
20503, or ( 2) the
renter of a rented residence on or before the last day of
the year designated
subdivision (b) of Section 20503.
An individual who qualifies as an owner-claimant may
not qualify as a renter-claimant for the same year.
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(b) For purposes of Chapter .2 (commencing w'ith

2 Section 20581), Chapter 3 (commencing with Section
3 20625) and Chapter 3.5 (commencing with Section
4 20640) was a member of the household and either an
5 owner-occupant, or a tenant stockholder occupant, or a

6 possessory interest holder occupant, as the case may be,
7 of the residential dwelling as to which postponement is
8 claimed on the last day of the year designated in
9 subdivision (b) or (c) of Section 20503, and who was 62
10 years of age or older by December 31 of the fiscal year for
11 which postponement is claimed provided, for purposes of
12 eligibility for postponement of taxes for the 1977-78 fiscal
13 year, an individual must be 62 years of age or older by
14 March 15, 1978.
15
(c) Where amounts have been postponed for any
16 given fiscal year and the claimant continues to own and
17 occupy the residential dwelling on December 31 of the
18. calendar year in which such fiscal year begins, and the
· 19 , claimant sells such dwelling and buys a new residential
20 dwelling in this state on or before June 30 of such fiscal
21 year and the new dwelling is the claimant's principal
22 place of residence, then in such event, the claimant shall
23 be deemed to be a qualified claimant for the purpose of
24 this section.
25
(d) For purposes of Chapter 2 (commencing with
26

27
28

29
30
31
32
33
34
35
36
37

Section 20581) of this part, "claimant" shall also include
an individual not otherwise eligible under such chapter
who elects to postpone that portion of the property taxes
on his residence that is in excess of the taxes which would
have been imposed if such residence had been uniformly
assessed since July 1, 1978, under Section 110 1.
SEC 3. The sum of
dollars ( $
) is
hereby appropriated from the General Fund to the
Controller for allocation and disbursement to local
agencies and school districts pursuant to Section 2231 of
the Revenue and Taxation Code to reimburse the
agencies for costs incurred by them pursuant to this act.
0
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APPENDIX VII
AND
COMMITTEE
ASSEMBLYMAN WADlE P. DEDDEH, Chairman
HOMEOWNER CREDIT PORTION OF BILL ONLY
AB 2644
SUBJECT:

(NAYLOR) AS AMENDED JUNE 2, 1980
Income tax credit for homeowners with change in
ownership reappraisals

FISCAL SUML'i.ARY:

seal Committee:

Yes)

State:

Combined income tax reduction and cost in
excess of $200 million for 1980 tax year.*

Local:

No effect

*Assumes 570,000 homeowners buying $80,000 home in
1979 (10% of tax is $96) and same number buying
$95,000 home in 1980 (25% of tax is $285).
SOURCE:

Committee Staff

WHAT THE BILL DOES:
Provides a refundable personal income tax credit for the
1980 tax year only, as follows:
• For persons who purchased their home in 1979, the
credit would be 10% of their property taxes, limited
to $100.
• For persons who purchased their home in 1980, the
credit would be 25% of their property taxes, limited
to $250.
(NOTE:

Bill also increased renters' credit, but this
provision has been excluded from this revised
analysis.)

BACKGROUND:
The state provides property tax relief to homeowners
through the following programs:
a.

Homeowner's exemption of $1750

b.

A senior citizen & disabled property tax relief
program

c.

A senior citizen property tax postponement program

d.

A deduction of property tax from state income tax
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AB 2644
Page 2
Homeowners also received substantial reduction of
property taxes starting in 1978-79. Even properties
at full value assessment (i.e., upon change in ownership)
are taxed at 1% of full value, less than one-half of the
rate prior to Prop. 13.
COMMENTS:
1.

Purpose
It is the author's intent to offer this as an
alternative method of reducing the projected surplus
at the end of the 1979-80 fiscal year. The surplus
would be distributed to homeowners who purchased homes
in 1979 and 1980 and renters. The amount of the tax
credit was determined by using the percentage increase
in the median price of homes in California since 1978.

2.

3.

Distribution of Benefits
a.

Is it fair to exclude all homeowners except those
purchasing homes in 1979 and 1980 from receiving
a share of the surplus refund?

b.

The 1979 purchasers receive an average $96 credit
while a 1980 purchaser receives $285. This is a
296% increase, even though market values increased
by "only" about 20%.

c.

It is possible for a homeowner to get a refund of
more than 100% of property taxes paid through a
combination of the provisions of this bill plus
assistance granted under the senior citizens and
disabled property tax relief program.

Projected State Deficit
Early estimates project a possible $1.0-1.5 billion
deficit in 1981-82, at current spending levels. Can
the state afford to provide tax relief of this
magnitude at this time?

Prepared by:
David R. Doerr
May 28, 1980 (revised 9/8/80)
js
Attachment:

Text of AB 2644
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AMENDED IN ASSEMBLY JUNE 2, 1980
CALIFORNIA LEGISLATUHE-1979-80 HEGULAR SESSION

ASSEMBLY BILL

No. 2644

Introduced by Assemblyman Naylor

February 28, 1980

REFERRED TO COMMITTEE ON REVENUE AND TAXATION

at S:Rd ffi repeal 8edions
at Hte Revenue an4 Taxation Code, relating

Aft a:ef te amend Section :l-00:+
~

ftftd

~

te Hte :mpport sf IeetH government, afld declaring Hte urgency
Htereof, te ffilfe effect immediately., An act to add Sections
17053 ."tnd 17053.6 to'the Revenue and Taxation Code, relating
to taxation, to take eHect immediately, tax levy.
LECISLAT1VE COUNSEL'S DIGEST

AB 2644, as amended, Naylor (Rev. & Tax.). Public
education S:Rd IeetH government: 5ftHe support. Personal
Income Tax Law: credits.

. _Existingl~eisonal,Jncome T,axLawimposes a tax bast~d on
taxable income and provides for various credits against rbe tax
liability.
·
·
.
This bill would, for the 1980 taxable year only, increase: the
present refundable renters' credit from $187 to $180 for
married couples and from $60 to $90 .for others, and would
give homeowners who purchased homes during the 1979 and
1980. calendar years a special refundable tax credit ba..'ied on
the property taxes paid, up to specified maximums.
Vote: il., majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: no.
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The people of the State

California

enact as follows:

1
SECTION -h Section ±00:-f. e! the Revenue B:fl:ti
2
SECTION 1. Secdon 17058 is added to the Revenue
3 and Taxation Code,
read:
4
17058. (a)()) For taxable years beginning on and
5 after January 1, 1980, and ending on or. before November
6 SO, 1981, there shall be allowed as a credit against the
7 amount .of "net tax" (as defined in subdivision (d)) an
8 amount equal to the amount determined in paragraph
9 (2).
10
( 2) The amount of the credit allowed by this section
11 shall be 10 percent of'the property taxes paid on a lwme
12 which is purchased on and after January 1, 1979, up to a
13 maximum of one 4undred dollars ( $100) and 25 percent
14 of the property taxes paid on a home purchased on an'd
15 'after ]anwiry 1,1980, up to maximum i)f two hundred
16 fifty dollars ($250). The amount of property taxes for
17 which the.percentagecredit is applicable shall be that
18 'ainoun,t paid c!uring the taxable y~ar for which'_th'ecredit'
19 is in eHect.'''
.·
. . ·. · · '
· ... ·. ·
1
20 · ·. (jJ) . THe' Franchise. ·Tax 'Board s'hall prescribe ·such
21 .. regrila'tlolis' 'as may 'be necessary to carry' out th8'

a

22 'j>~ovis1on~_~1~his ·seCtion. ··
1

·

· ··

(c) In the case of a husband and wife filing a separate

2 return, the credit may be taken by either or equally

divided between them.
;
. (d) For the purposes of this section, the term "net tax"
means the tax imposed under either Section 17041 or
17048 minus the credits for personal exemption provided
for in Section 17054~ and the credits for taxes paid to other
states provided for in Chapter 12 (commencing with
Section 18001}.
(e) The tax credit shall only apply to taxpayers who
11 'qualify for the homeowners' exemption under Section

3
4
5
6
7
8
9
10
12
13
14
· 15
16
17
18
19
20
21
22
23
24
25

26
27

218.

(f) In the case where the credit under this section
exceeds the "net tax" for the taxable year, that portion of
the credit which exceeds such "net tax" shall be refunded
to the taxpayer.
SEC 2. Section 17053.6 is added to the Revenue and
Taxation Code, to read:
17053.6. For taxable years beginning on and after
January 1, 1980, and ending on or before November 80,
1981, the amounts specified in subdivision (a) of Section
17058.5 shall be one hundred eighty dollars ($180) for·
married couples, heads of household and surviving
spouses and ninety dollars ( $90) for other individuals.
SEC 3. This act provides for a tax levy within the
meaning of Article IV of the -Constitution and shall go into
immediate eHect.
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IX

II
NEEDS
10,

PRELIMINARY
Approved by the Board
The following reporting

are

1.

Assessors will report data on transfers to the Board three
times a year. The reports will deal
with the number of
transfers. Die first report will cover the number of transfers from }furch 1 to November 1 and will be due November 30.
The second will cover
will be due April 1. A final
by the first two reports
by sales vs. nonsales and
reappraisals
vs. those not will be due in August or September.

2.

The annual report of assessed values from assessors (Form R-801)
to the Board will be
to provide for the change in
assessed values from
year by class of property
and reason for the assessed value change. The classifications
are as follows:
A.

Properties enrolled for the first time on the current roll
1.

2.
3.

(

4.
5.

B.

Properties
1.
2.

3.

4.
5.

*

Change in
New construction
Change in
ficant new cons
Decline
Not

reappraisal
reappraisal with signiect to 2% factor
13 procedures
the current and prior years' rolls

requiring reappraisal
Change in
New construction
reappraisal with
in
new construction*
to 2% factor
Decline in value
13 procedures
Not
ect to

New construction must add a set
, yet to be determined or more to the
year's assessed value to be
considered

Prior year assessed value totals for those properties in category
B. above will also be shown. A draft form is attached for illustration. There will also be a column for count of assessments.

(
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-2There are a number of reasons for requ~r1ng these additional data. Proposition 13 broke new ground in the property tax field. If the merits,
or demerits, of this new system are to be evaluated, it is imperative
that more be known about assessed value changes and the reasons for
those changes. The initiative and its implementing legislation have
increased the state's contribution to the public school system. Tnese
contributions are directly related to the amount of local property tax
available. For every added dollar of property tax available to schools
state aid is reduced one dollar. For reasonable state budget estimates
to be prepared, it is necessary to be able to anticipate property tax
revenues. To be able to relate transfer and construction (Information
on this is available from other sources.) activity to assessed value
changes for a given year and to then compare the prior year's activity
with current activity atboth the middle and end of the year will enable
the Board to provide the Legislature and Department of Finance a much
firmer ground upon which to base decisions than now exists. The Board
is directly charged with estimating property tax growth beginning with
the 1983-84 budget year. Since those estimates are to be part of the
Governor's Budget, they will have to be made by about December 1 of·
each year. (December 1, 1982 for the 1983-84 budget year)

(

It is realized that the required data will not be forthcoming with a mere
snap of the fingers. Some additional effort on the part of each assessor's
office ~rill be required. However, the Board's staff has endeavored to
hold down any additional costs as much as possible. The transfer
reports deal only with item counts; no values are required. The revised
assessed value report may look formidable at first glance. However, j t
can be produced by adding two additional fields -- one for base year and
one for reason for the base year -- to existing computer files,
last year's value in the file, and making modifications to existing
programs. These two additional fields on the counties' computer files
will be mandatory. This will not only be the easiest way to produce the
required assessed value reports, but will facilitate optimum sampling in
the Board's local property tax monitoring program. Many counties have
already modified their records to capture the very information that it
is proposed be required. It has been previously recorr®ended that value
change notices carry an explanation of why the current year's assessment
has changed from the previous one. Further most counties will be
their computer file records over the next year to accommodate the conversion from a
ratio to 100%.
The Board adopted these recommendations for purposes of submitting them
to the Department of Finance and the Assessors' Association for their
reaction and input. This will enable the Board to react to any comments
program
make modifications to the proposals, and adopt a final report
by June to be operative by November 1980 for the transfer
and
July 1981 for the assessed value reports.

(
Attachment
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APPENDIX IX
CO~~y

RESPONSES RE ASSESSED VALUE SHIFTS
Butte
Contra costa
Del Norte
Lake
Los Angeles
Mariposa
Modoc
Monterey
Napa
Nevada
San Bernardino
San Diego
San Francisco
San Mateo
Siskiyou
Stanislaus
Tulare
ventura
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REVENUE AND TAXATION COMMiTTEE

FqA.•·u< Vt.";E"'"CIA

STATE CAPITOL, ROOM 2013
!916) 322-3730

WADlE P. DEDDEH
CHAIRMAN

Ju1.y 31,

19.JO

Dear County Assessor:
The Assembly Revenue and Taxation Committee has scheduled
an interim hearing on the subject of Prop. 13 problems, for
September 25 and 26 in San Diego.
A major topic under consideration will be the allegations by
some that there has been a shift of tax burden from commercial
to residential properties.
We have contacted the State Board of Equalization for information to document the nature and extent of this shift, but
the Board has little data to go on.
I therefore appeal to you to assist the Committee by providing
us with any data you have available within your own county
which illustrates the change over time in the composition of
the assessment roll by classes of property. We wish especially
to compare pre-Prop. 13 years to the post-13 years.
If you can
split residential property between owner-occupied and renteroccupied, it would be most helpful. Let me emphasize, however,
that we will be most grateful to receive the data in whatever
form you are able to compile.
Having noted several newspaper accounts quoting different
assessors on the existance of such a shift, I am sure that
usable information does exist.
If such a shift is being
exacerbated by Prop. 13, then the Committee will want to consider various ways of remedying this problem in the coming year.
Your information will be most helpful toward that end.
Due to the time constraints involved, would you send us your
prior to August 29, 1980? If you have any questions,
please contact David Doerr or Bob Leland of the Cormni ttee staff
(916-322-3730).

~aterials

Thank you for your cooperation.
Sincerely,

WADlE P. DEDDEH
WPD:RL:js
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ED BROWN
ASSESSOR
COUNTY ADMINISTRATION BUILDING
OROVIlLE. CALIFORNIA 95965

August 11, 1980
Wadie P. Deddeh, Chairman
Revenue & Taxation Committee
State Capitol, Room 2013
Sacramento, California 95814
Dear Mr. Deddeh:
I am in receipt of your letter dated July 31, 1980. The
data for which you ask is not immediately available.
There
would be considerable expense in data processing cost to retrieve
the information in the form you desire.
I am aware, however, of a study conducted several years ago
which indicated the average tenure of dwelling situations in
California to be as follows:
Single Family Residences

41.! years

Apartments

51.! years

Mobile Homes

61.! years

It is apparent on it's face, if the above is in any way valid,
that inequities will immediately be generated without the comparison
to other forms of real property. Additionally, it has been my
observation that investment properties such as commercial, industrial
and agricultural seem to roll over in a time frame more closely
associated with IRS considerations rather than pure utility considerations. The time frame for these properties appears to be
about 71.! years. Again, it is obvious that if any degree of validity
exist in this data, the stretch between 41.! years and 71.! years is
alarming.
True equity could be maintained between property types
if Article XIII-A could be modified to limit the property tax to
l% of current market value.
If additional relief is truly desired
for the dwellers in housing situations, the homeowners/renters
credit relief devise could be adjusted annually by some method such
as the CPI index.
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Wadie P. Deddeh

August 11, 1980

-2-

Equity went out the window with Section 2, Article XIII-A.
The fastest method of restoring equity would be to have Section 2
of Article XIII-A repealed.
This is probably not politically viable.
Section 2 is the part which compounds, confuses, and contrains the
activities of 58 assessor's offices in this state, and with time
magnifies the value inequities which presently exist. This in no
way alters my support for the tax rate limitation established by
Article XIII-A, which was absolutely necessary, and whose passage
I supported.
To have equality we must somehow return to the elementary
concept that equality of valuation exists when each parcel is at
its market value. Since this probably cannot occur within the
immediate future, I authored a proposal last year which was carried
by Assemblyman Stan Statham. Unfortunately, it did not survive the
Revenue and Taxation Committee chaired by Willie Brown.
I believe
my idea provides a degree of relief for the dwellers of this state
whose domiciles are annually under siege by the tax system.
I am enclosing a copy of my proposal with the hope that you
may choose to attempt its enactment in the next legislative session.
V~ry~ly yours,

t; J

/1 AI

1

~

/

\,\_)~---

ED BROWN
Assessof of Butte County
EB:bw
Enclosure
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CONTRA COSTA COUNTY

VALUE

1969
1970
1971
1972

1973

1974
1 ~~75

1976
1977
1973~

1979

Res.

Comm.

Land

Ind.

48.00%
49.00
50.08
53.38

13.00%
13.00
12.91
12.50

3.00%
3.00
3.54
3.47

36.00%
35.00
33.47
30.65
30.88
29.12
28.61
27.28

.54 .9D
53.50

12.53
12.70

3.09
2. 70

54.57
57.10
57.84
58.57

12.08
11.65
11.54
12.02'

2.47
2.13
2. 01
2.1-3

Total

29.49
31.10

t
~

r"-0\,

tc >-J (

~¥-~" S.l3> I\'""{

V~LUM~~-. YJ~(_~
ojo

1969
1970
1971

-I.J4J.._

~__:..---

1972
{
\..

1973
1974
1975
1976
1977

1978
1979

. 3 o/v
S::>-.
89.58
89.60
90.30
91.70

S·7

z, '8

/. ~

2.97
1.80
2.80
1.76

1.72
1.10
1.60

5~73

7.50
5.30
5.54
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COUNTY OF DEL NORTE
COURTHOUSE
CRESCENT CITY, CALIFORNIA 95531
\HE!\ CllllE 707
Tf'i 464 :l!l5

August 27, 1980
OFFICE OF THE ASSESSOR

Robert Leland
Assembly Revenue and Tax Committee
SLate Capitol, Room 2013
Sacramento, CA 95808
Dear Bob:
I have attempted to comply with your July 31 letter. Beneath
each figure, starting in 1977, shows the percentage increase
within that specific category.
Also, I have attempted to show the increase from 1976 to
1980 within each category.
Our totals within this five year period have varied because
of the standing timber in 1977 and also the loss of the
business inventory due to AB 66 of last year. The original
figure of $14 million was incorrect. The correct figure is
$18,942,000, which was taken from the 1979 Board of Equalization
Form 802.
I hope this assists your committee in it's deliberations and
hearings the later part of September.
Sincerely yours,

COCHRAN
Del Norte
GDC:cs
Enclosure
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DEL NORTE COUNTY
VALUES ALL IN HILLIONS OF DOLLARS
NINERAL
TIMBER

.033

22.174

71.197>'<

12.184
(+22.3%)

.043

24.451
(+10.2/o)

6.827

4. 794
(+28.4%)

11. 52 7
(-5.3%)

.045

34.658
(+41. 7/o)

8.754
(+10. 8/.)

5.137
(+7.1%)

13.773
(+19.4%)

.045

9.823
(+12. 2/o)

3.501
(-6.8%)

8.585
(-37.6%)

. ot. 7

1976

9.115

3.131

1977

10.947
(+20%)

3.733
(+19.2%)

1978

7.898
(-27.8%)

1979

1980
~
I

9.960

UNCLASSIFIED
MISC

2.1

TOTAL

RESIDENTIAL
TO TOTAL ROLL

117. 710>'<
(53.341)

18.8/o (41.5/o)

3.703

61.888

39. 5/o

11.768
(+72.3%)

5.830

76.520

45.2%

37.486
(+8.1%)

14.458
(+22.8%)

5.755

85. 408*>'<

43.8%

43.129
(+15%)

5.707
(- 76. 3/o)

7.756

78.548*** 54.9% (44.2%)
(97.490)

ro

0"1

Annual Percent Increase
+7.7/o

1976 - 1980:
+11. 8/o

-13.81.

·-·

+42 ·'·'~·

+94. 5/o

includes $64.369 million timber & timberland values
includes $9.471 million Business Inventory Exemption
***excludes $18.942 million total Business Inventory from 1979-80

*

>'dr

+26. 9/o

-33.2/o
(+82. 7%)

COUNTY OF LAKE
Courthouse- 255 N. Forbes Street
Lakeport, California 95453
Telephone 707/263.2302

VERDON L. STRONG

Assessor

Augu.6t 7, 19 80

ASSEMBLY REVENUE ANV TAXATION COMMITTEE
ASSEMBLYMAN WAVIE P. VEVVEH, CHAIRMAN
STATE CAPITOL, ROOM 2013
SACRAMENT0 CALIFORNIA
1

Ve.aA MJt. ·oe.dde.h,

In ne.pty to yauJt .fe..tte.Jt ofi July 31,1980, 1 am e.nc.lo.6..i.ng o.
va.tu.cttion by U6e. Code., wh-i.c.h we. ha.ve. be.e.n c.a.p.tU!Ung onty !)oiL
:the. iM.:t :two ye_aJt.6. 1 w..i..6h .tha.:t the. da-ta. ha.d a. .tonge.lc f~;toJt!f,
but we. did 110.t f...ta.Jr..,t :the. pnogJtam, 6o!t the. pWtpo.6e. o6 me.Mtt.lring
the. tax. buJtde.n, by p!Lope.Jt.ty .type., wt.ti.i a6teJt .the. pa.6.6agc. o6
PnopM..i..:uon 13.

Til cult ot)Mc.e. c.cut be. ct) a.ny a.ddLt.ional. M.6i.6.ta.nc.e. .to .tiLe. Commi-ttee.,
pie.M e. c.o ntac..:t.: me..

VL.S: M
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SUMMARY OF VALUATION BY US£ COVE
Ag!Uc.u.U.wte. hhow.o a. veJty .oma..U. in.c.11..e.a..oe..i...rt value.. Th.<...o c.ould be.
c.a.u,o e.d by :the. 6a.c..:t :tJuLt ma.ny o 6 .the. a.g11ic.u.U.u..ll..a1. pltopeJLtie..o a.Jte.
u.n.de.Jt Willia.m.6on. La.n.d Ac..:t Re..otJU.ct.i..oY'..6 a.nd a..Uo .oome. .ta.n.d6 have.
c.on.veJt.te.d :to a.n.o.the.Jt Me. The :ta.x bu.Jtde.n pe.Jtc.en:ta.ge. ha..o dec.Jte.a..oed
by moJte :than 2% due. :to :the above. a.nd CLUe V1e .ta.Jtge inc.11..e.a..oe in
Comme.Jtual.
Comme.Jt.Ual .ohow.o a. .ta.Jtge ..i.n.c.Jtea..oe a.n.d :the mc.:.joJt 6a.c..:tolt ..i..6 :the value.
in.c.11..e.a..oe. due :to .the. deve.topmen:t o6 ge.o:th.eNr.a.f. JtUo£LJtc.u in. Lake. Cou.n.;ty.
Ge.o:the.Jtma..t lte6o£LJtc.e va.fue.o 6oi'L 1979-80 Jz.e.pl!.('.t.en:te.d a.bou;t 6% o6 6£LJt :to:tal
:ta.x ba..oe.. FoiL 1980-81 :the pe.ltc.e.n.:ta..ge. ha.d -<~n.c.Jte.a..oe.d :to mo!t.e. :than. 12%.
In.du,otJU.a..e. pMpe.Jl..U.eo ..i.n.c.Jz.e.a..oe.d .oligh:t.e.y, bu.:t :the ove.Jta.li po.o.{;t{.on. Jz.e.mcU.n.e.d a.bo u;t :the. .o a.me •
Re.c.Jte.a.ti.o na1. pM peJr.:t.i..e..o a.c..tuo.llJj de.c.Jz.eM e.d
ye.a.Jt.

.i-11

Net Value. 6Mm :the. plli..oJz.

Re.o-i..de.n.:tial pltopeJr.:t.i..e.o .ohow.o a. .ta.Jzge. ..i.n.c.Jz.e.a..oe. in. Net Value. 6Jtom p!t.e.v..i.ou,o
yea.M, bu:t due :to :the. .ta.Jtge. gMw:th. o 6 CommetLci..al Value. :the. pe.Jtc.e.n.:ta..ge. o 6
b£Litde.n. de.c.Jz.e.a..oe.d.
In..o.ti.:tuti.onal., Un.de.6..[ne.d, a.n.d o.the.lt.6, .ofww no .o..i.gn...i.b..i.c.a.n.:t c.ha.n.ge..
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ASSt.SSOR' S VALUATION BY USE COVL

-<·fl cumpu.ted

ur1 the Net tax.abt'e val:'ue.

ILJ79--80
tJ[T -- VALUE

USE

~--~-~-·---·

Ag!UcLu tu.Jle ( tcutwmic Un{_t)

AaliA.. cui tWte (Nun- Ecorwm{c Urut)

1980-81
c;;<OSS VALLIE
·-----··----------

*

-

$

$ 17,047,753

*

18,183,574

l':i/50 }5 1
NET
- -VALLIE
---

$

*

PERCENTAGE
OF TAX BASE-

17,908,824

7.9%

5,617,316

6,456,785

6,197,001

2. 7%

Total Ag!Uc.uf-tWte

22,665,069

24,640,359

24,105,825

10.6%

CummencA.at'

30,.J..I2,818

51,508,015

50,927,-+70

22.4%

1,!11,813

21023,0 36

2,000,814

•

1,980,060

1:915,202

1,883,051

.Si

120,618,872

162,229,616

146,489,813

64.3%

485,.+J7

2,163,406

509,517

•

2£0

),063,9715

1,208,706

1,199,957

•

5~0

&9 I, 8-19

826,)93

819,593

ndu6 Uci

•

At' 60, a cuwpaft,{ 6u11 ifl made to the

ReCJteatiu

ruu

ReAidet'Lti.o.l
I n6

u tuuo rtat

UmieM11ed
Othefl,6
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. 3%
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OFFICE OF ASSESSOR
500 WEST TEMPLE STREET

LOS ANGELES. CALIFORNIA 90012
(213) 974-3101
A.U:XANOE:R H. POPE

August 28, 1980

ASSESSOR

Assemblyman Wadie Deddeh
Chairman, Revenue and Taxation Committee
State Capitol
Sacramento, California 95814
Dear Assemblyman Deddeh:
In compliance with your request of July 31, we are forwarding to
you summaries of Los Angeles County property assessment data that
have been accumulated and analyzed. These tend to support the contention that Proposition 13 has exacerbated the shift in property
tax burden from commercial-industrial to residential property.
The four exhibits, which are enclosed, will show the basis for the
shift.
Exhibit 1 indicates the comparative rate of transfer by
class of property.
It shows that residential properties
sell at a more rapid rate than commercial-industrial
properties and thus, are reappraised more often.
· Exhibit 2 demonstrates that the increase in market value
over the last five years has been greater for residential
compared to commercial-industrial. In order to illustrate
this phenomena, we have selected two bedroom communities
in Los Angeles County. One, Hawaiian Gardens, a very low
income community; the other, Lakewood, a community of middle income
teristics. We have compared these two
c ies with Burbank, a community of mixed commercialindus
l and residential development and the City of Vernon,
a heavily industrial city with a minimum of residential development. The chart shows that the more heavily residential
communi es have had much
eater increases in real estate
valuations on our tax rol s since the passage of Proposition
13.
Exhibit 3 tabulates the actual distribution of value between
major property types for the years 1970, 1975 and 1980, and
gives a projection of those distributions in 1985 and 1990.
The relative impact of the shift can easily be seen.
A-91

Assemblyman Wadie Deddeh
August 28, 1980
Page Two

Exhibit 4 is a tabular representation of local roll proper
type distribution from 1969 through 1980 and also includes
a projection for 1985 and 1990. This chart will serve as a
good comparison for pre and post-Proposition 13 valuations
in Los Angeles County.
We hope the enclosed material will be of use to you.
Should you
need additional detail or have any questions, we are at your s

•

Sincerely,

J6 (c~. Q),~j~. _
Glenn Quinn'
Assistant Assessor
GQ:ss
cc:

Frank Chilton

Enclosures
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IONS LOCAL ROLL
IN BILLIONS OF DOLLARS

\0
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VAL
TOTAL $

TOTAL
MARKET VALUE

YEAR

$28.8
30.0
30.8
32.4
28.4
30.0
33.2
40.8
44.8
45.2
52.0
60.4
71.2
1.0

1969
$ 65.6
69.2
1970
1971
72.0
1972
75.2
72.8
(3)1973
1974
76.8
1975
83.2
1976
97.2
105.6
1977
109.2
1978
(2) 1978 ADJ 119.2
134.4
1979
1980
150.0
2 .0
(5)1985
(
1Q90
4 .5

(1)

1

.3

VAL
TOTAL $

'l'o OF
ROLL

% OF TOTAL
ROLL

RES~INC

43.9%
43. 3/'o
42, 8/'o
43.1%
39, 0/'o
39.1/'o
39.9%
42, 0/'o
lj-2. 4%
ll-1. 4/'o
43, 6/'o
4LL

.
53 .

$ 8.4
9.2
9.6
10.4
10.8
11.2
11.2
15.2
16.4
16.0
18.0
20.4
22.8
39.4

12.8/'o
13.4%
13, 3/'o
13.8%
14.8%
1L~. 6%
13.5%
15.6%
15.5%
14.7%
15.1%
15.
15.2%
15.0%

$28.4
30.0
31.6
32.4
33.6
35.6
38.8
41.2
.4
48.0
49.2
53.6
56.0
87 . 6

67.9

15.1%

139.3

% OF TOTAL

----43, 3/o
Lr3. 9/'o
43.
46.2%
46.3%
46.6%
.4%
42.1%
.9%
, 3/'o

39.9%

.
3 .
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PERCENT TRANSFERS BY PROPERTY TYPE
(From 1976- 1980)
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Transfers

Transfers

56°/o

57°/o

Exhibit 1
Los Angeles County

Transfers

COMPARISON OF BASE VALUES
Percent Increases By City:

Percent
Change

Hawaiian Gardens· low Income
Residential Community

:um 1980/1975

150%
lakewood· Middle Income
Residential Community

114°/o

Burbank· Mixed Residential
and Commercial Industrial
Vernon·

Commercial Industrial

100%
)::'

I

"'
~

50%

i

s
8

es

•
PERCENT OF ASSESSMENT ROLL
BY PROPERTY TYPE

~
I
\D

0'1

1970 ROLL

1975 ROLL

1980 ROLL

PROJECTED
1990 ROLL
1985 ROLL

Exhibit

3

Los Anqeles County
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Telephone i209) 966 5770

STEPHEN F. DUNBAR
ASSFSSOR

..

OFFICE OF

A ~~~~l!fh~~@f@.~

.,~~~~~

MARIPOSA COUNTY

P. 0. BOX 35
MARIPOSA, CALIFORNIA
95338

August 5, 1980

Honorable Wadie P. Deddeh
Chairman, Revenue and Taxation Committee
State Capitol, Room 2013
Sacramento, California
95814
Dear Mr. Deddeh:
Thank you for the opportunity to provide input to the Revenue and Taxation
Committee hearings scheduled for September 25 and 26 in San Diego. Coun
Assessors are a valuable resource for identifying potential problems in
taxation such as your suggested topic of a tax shift from commercial properties
to residential properties, and I am certain the assessors w 1
w th
any information they have available.
Mariposa County•s non-residential properties consist primarii of ca
ranches. Although figures are not available I can say that resident a
properties change ownership more often than non-residentia properties.
n
our county there is no appreciable Proposition 13 shi
howeve , because the
cattle grazing properties are valued under the provisions of the Cali rnia
Land Conserv~tion Act. Any shift in tax burden would, and ha occurred
the enactment of the California Land Conservation Act, not P
tlon 13.
Many other Proposition 13 problems have surfaced that I
the Revenue and
Taxation Committee will examine. Of particular concern to me
the contin
uation and expansion of certain State Board of Equalizati
rograms that
useful prior to the passage of Proposition 13, but now seem non-essentia . If
possible, I would appreciate notification if and when the Commi tee examine
these programs and their policy ramifications.
Sincerely,

Assessor
SFD:sab

A-97

Office of the

Assessor
COUNTY OF MODOC
COURTHOUSE

Alturas, California 96101
(916) 233-4168

August 7, 1980
"Modoc-Where the West
Sti II Lives!"

Mr. Wadic P. Dcddch
Chairman, Assembly Revenue & Taxation Committee
California State Legislature
St::ttc Capitol, Room 2013
Sacramento, California 95814
Dc;Jr Mr. Dccldeh:
I am replying to your letter regarding the possible tax
shit t from commercial to residential properties.
Unfortunately, we have no procedures in our office for
compiling this sort of information. We have just this year
installed a computer system, but we have no way of retrieving
prior years 1 information by type of property.
Sincerely yours,

·t·\, \_

'(~...)'---i~:_i.,_~-;{c

JOHN E. DEDERICK

•

Assistant Assessor
JED:j
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Franklin R.
Assessor
Assistant Assesscr

MONTEREY COUNTY
[QF-FICE

OF THE ASSESSOR

(408) 422-4756- P.O. BOX 570- COURTHOUSEi- SALINAS, CALl FORNI A 93902
(MONTEREY PENINSULA RESIDENTS MAY DIAL 372-7395)

DONALD P. STEWART

August 8, 1980

A SSE.SSO R

Assembly Revenue & Taxation Committee
State Capitol, Room 2013
Sacramento, California 95908
Attention:

Dave Doerr

Dear Dave:
I have Wadie Deddeh's letter of July 31, regarding the
possible tax shift resulting from Proposition 13. We do not
have a lot of data in this regard, but we do have one piece
of information that is pertinent.
Between the 1979 and 1980 rolls, residential property values
increased from $716,760,000 to $826,630,000, an increase of
$109,870,000 or 15.33%.
Commercial and industrial properties
during this same period increased from $265,959,000 to
$289,672,000, an increase of $23,713,000 or 8.92%.
In other
words, residential property gained at a rate 71% higher than
commercial-industrial.
ery truly,

A_sessor,

County

DPS:cb
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NAPA COUNTY

ASSESSOR

GEORGE P ABATE

725 COOMBS STREET • NAPA, CALIFORNIA 94558

ASSESSOR

AREA CODE 707/253-4466

August 5, 1980

Wadie P. Deddeh, Chairman
Revenue and Taxation Committee
Assembly California Legislature
State Capitol, Room 2013
Sacramento, Ca 95808
Dear Mr. Deddeh:
In response to your letter of July 31, 1980, I'm
afraid Napa County will not be able to assist in your
survey.
Napa is in the mist of converting to a new computerized
system which will enable us to identify Post-13 statistics.
At this time, however, no imformation is available.
Sincerely,
L-

0 GE

I

GPA: jl
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fP.~
11J +-

MEMORANDUM
Wadie P. Deddeh, Chairman
Committee

DATE ____~A~u~o~us~t~l~9~,~1~9~8~0____________

_ Re \len.ue_ and~Llxat ion

TO

FROM NevCl_9~- ~9_u~_:t:~_~ssessor •s

Office

SUBJECT _ _ _ __

I am sorry to say that we are unable to give you any accurate information
pertaining to your request of July 31. We do not, at this time, have
the capability to pick out the changes in the various c'lasses or property
valuations.
Nevada County has, and still is undergoing, considerable expansion in
the number of residential improvements, and we can say that the total
secured roll for this past assessment year increased by 29.8%. But, we
are unable to determine what shift of the assessment load has transpired
within the county.
Very truly yours,

ELTON/~· TC)B~fN/
I'·,,

I

Ji

I

;II
',·xi~ /

~· ELTON A. TOBIASSEN. ASSESSOR
~ "'. } NEVADA COUNTY COURTHOUSE ANNEX

AYESSOR

i.fi"'"

I

John~- ~~ft, Aisistant Assessor
I
.I
I
~

EAT/JRS/kls

·'

!
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NEVADA CITY, CALIFORNIA 1)5959

•••••••••••••••••••••••••••••••..
OFFICE OF THE ASSESSOR

\

Hall of Records· 172 West Third Street· San Bernardino, CA 92415
R. Gordon Young Assessor
Gerald 0. Stafford · Assistant Assessor

~-~)~?
;c>tiNIJ

County of San Bernard1r1o

·:

~:6~~,'·············

'/~,
~..'! ,., . :
·,~

'~-<> .·

'

PROPE: RTY

VALUATION

~~!:~a~~~~~;;;;ies
Urban Rural
Business and Audits .
Personal Property

August 11 , 1980

ADMINISTRATION

Assessor

Asst. Assessor

Management Analyst
Exemptions

Property Transfers .

•

Property I nforrnation

Mr. ~/adi e P. Deddeh, Chairman
Revenue and Taxation Committee
State Capitol, Room 2013
Sacramento, CA 95814
RE:
Dear Mr. Deddeh:

Distribution of Property Tax On
State-wide Basis

In accordance with your requirements of July 31, 1980, I have
attached a schedule of certain information that was furnished to
Samuel Duca, Assessor for San Francisco County.
If you have further questions regarding this information, please
feel free to contact me.
Very truly yours,
1/

//~·

i/ (

,.,.

·(

17

R. GORDON
RGY:cmd
Enclosures
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'I

\

1979
3,074,128,150

1978
2,476,696,065

TOTAL ROLL VALUES
INCREASE
%INCREASE

1980
3,785,326,685
+ 711,198,535
+ 23%

2.a&c. TOTAL RESIDENTIAL
INCREASE IN RES
% INCREASE

2,605,170,230
+ 484,457,605
+22.8%

2,120,712,625
+ 455,531,205
+ 27.4%

1,665,181,420

1,180,156~455

953,415,525
+ 141,900,880
+ 17.5%

811,514,645

1.

b&d. TOTAL OTHER PROP
INCREASE IN OTHER
% INCREASE

+ 226,740,930
+ 23.8%

e&f. TOTAL WILLIAMSON ACT + 18,129,090
INC IN WILLIAMSON ACT PROP+ 14,235,850
% INCREASE
+ 366%

+

597~432,085

+ 24%

+
+

3,893,240
3,242,640
+ 498%

+ 650,600

...
* ALL VALUES ARE SECURED ROLL TOTALS AFTER PURGING OFF SECURED BUSINESS
PROPERTY VALUES

** e and

f TOTALS ARE TAKEN FROM YEARLY STATE BOARD OF EQUALIZATION REPORTS

FOR 1978, 1979 AND 1980.
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ELDON C. WILLIAMS, ASSESSOR
COUNTY ADMINISTRATION CENTER
MAIL STATION A4
1600 PACIFIC HIGHWAY
SAN DIEGO, CALIFORNIA 92101
TELEPHONE 236-3652

August 26, 1980

THE SOUTHWEST 4,255 SQUARE
MILES OF THE U.S.A.

Assemblyman Wadie P. Deddeh
State Capitol, Room 2013
Sacramento, CA 95814
Attention:

Dave Doerr

Dear Wadie:
In reply to your letter of July 31, 1980 requesting data as to
the possible shift of the tax burden because of Proposition 13,
I am enclosing two schedules basically from the same figures for
your use.
The details are from our Inventory of Parcels and Values which
has become an annual report to the local economic jurisdictions
and other interested groups based upon our land use code.

/
a

•

E

c

c(.

ty

ECW:ko
(2)
Enclosure
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ASSESSOR'S R ESPONSI Bl LITY
IT IS THE RESPONSIBILITY OF THE ASSESSOR TO LOCATE, IDENTIFY, AND APPRAISE AT CURRENT MARKET VALUE, LOCALLY ASSESSABLE PROPERTY SUBJECT TO AD VALOREM
AND TO PROCESS EXEMPTIONS SPECIFIED BY LAW. THE ASSESSOR HAS NO JURISDICTION OR RESPONSIBILITY FOR AREA BUDGETS, TAX RATES, OR AMOUNTS OF TAXES PAID. THESe
MATTERS ARE HANDLED BY THE VARIOUS AGENCIES PERFORMING THE SERVICES SUPPORTED BY PROPERTY TAXES, SUCH AS THE COUNTY GOVERNMENT, CITY GOVERNMENTS,
SCHOOL DISTRICTS, AND OTHER TAXING DISTRICTS.

SAN DIEGO - FROM INVENTORY OF PARCELS
RELATIONSHIP OF TOTAL RESIDENTIAL AND
NET HOMEOWNERS' EXEMPTION RESIDENTIAL TO TOTAL VALUES
::r:>

I
f-'
0

1977

lJl

Parcels
:esidential

% of Total
lomeowners' Exemption

1978

1980

1979

Market Value* Parcels Market Value* Parcels Market Value* Parcels Market Value*

457,575

19,374

475,663

19,808

492,075

24,288

518,213

29,087

89.28

75.51

89.6

75.8

89.8

76.8

90.06

75.84

292,640

281,575

307,253

301 '1 04
'

% Total Residential
Arbitrary Va 1ue Homeowner Exempt.

% of Total

61.52

61.54

(54.94)

46.47

14,862

12 '186

11 '923
(55.14)

59.29

61.19

46.61

(54.98)

46.97

17,246
(53.4)

44.97

lon Homeowners' Exempt. Residential

7,451

7,622

9,426

11 ,841

:ommercial & Industrial &Other

6,284

6,335

7,356

9,266

13,735

13,957

16,782

21 '107

25,658

26 '143

31 ,644

38,353

Total Non Homeowners' Exemption
:OTAL

kQQO,OOO omitted

•
~

1977

I

1-'
0

1978

"'

Pa rce 1s Market Value* Parcels Market Value* Parcel

Residential
Vacant
Single
Duplex or 2 Houses
Multi 3 - 7
Multi 8 - 24
Multi 25 - 100
Multi 101 &Over
Condominium
Trans it i ona 1
TOTAL
% of Total
Homeowners' Exemption

62,448
318,341
21,242
12,450
3,979
866
638
34,799
2,812
457,575
89.28
281,575

1,004
13,539
860
749
629
454
719
1 ,394
26
19,374
75.51

Commercial Industrial
I rri gated Farm
Rural (Non Irrigated)
Institutional
Recreational
TOTAL
% of Total

26,982
6,061
16,899
1,999
3,018
54,959
10.72

4 '123
564
822
605
170
6,284
24.49

512,534

25,658

TOTAL

*000.000 omitted

58,664
332,123
21,527
12,953
4' 184
1,025
257
42,092
2,838
475,663
89.6
292,640

1980

1979

886
13,524
824
780
684
678
568
1 ,838
25
19,808
75.8

56,734
343,240
21 '731
13,276
4,356
1 '1 03

283
48,519
2,833
492,075
89·.8
301,104

Market Value* Parcels Market Value*
1 '138
16,283
964
961
848
833
668
2,566
28
24,288
76.8

62,506
352,338
21 ,819
13,787
4,465
1 • 104
282
59,032
2,880
518,213
90.07
307,253

1 ,481
19,099
1 '1 06
l '137

965
939
757
3,571
33
29,087
75.84

2 '167
3,242
55,090
10.4

4,252
532
782
604
165
6,335
24.2

27,984
6,234
15,873
2,154
3,380
55,625
10.2

5,004
616
912
646
178
7,356
23.2

29,263
6,339
15,613
2,203
3. 727

6,472
728
1,089
712
263

57' 145
9.93

9,266
24.16

530,753

26,143

547,700

31 '644

575,358

38,353

27,293
6 '169
16,219

- SAN DIEGO COUNTY -

:;t:;
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VALUATION COMPARISONS BY PROPERTY TYPE

0
-...]

Assessment Year

1973-74

1974-75

1975-76

1976-77

1977-78

1978-79

1979-80

1980-81

*TOTAL VALUATION

14,704

17,118

19,394

21 ,856

25,658

26' 133

31,644

38,385

SFR & Condos

7,666

9,267

10,741

12,443

14,933

15,362

18,849

22,655

% of Total Roll

52.1%

54.1%

55.4%

56.9%

58. 2~0

58.8%

59.6~f

59.0%

Comm/Industri a1

2,706

3,039

3,352

3,675

4,123

4,252

5,004

6,474

% of Total Roll

18.4%

17.8%

17.3%

16.8%

16.1%

16.3%

15.8%

16.9%

Misc. Property Types

4,332

4,812

5,301

5,738

6,603

6,519

7,791

9,256

% of Tota 1 Roll

29.5%

28.1%

27.3%

26.3%

25.7%

24.9%

24.6%

24.1%

SFR & Condos

299,812

315,395

326,498

336,368

353,140

374,315

391,759

411 ,370

HOX Granted

237,395

248,864

260,765

269,586

281,900

293,057

301 ,487

307,253**

79.1%

78.9%

79.9%

80.1%

79.8%

78.2%

76.9%

'

TOTAL UNITS

Est. % Owner Occupied

*000,000 omitted
**Includes late filing

74.6%

Assessor's

City and County of San Francisco

SAMUEL

August 11, 1980

Assemblyman Wadit'P. Deddeh
Chariman, Revenue and Taxation Committee
State Capitol
Room 2013
Sacramento, California
Dear Assemblyman Deddeh:
I am enclosing computer printouts of our Real Estate valuation
statistics for the years 1978, 1979 and 1980.
It is noted that from the year 1978 to 1980 there has been an
increase of 17.8% in the Assessed value of Real Estate for the
City and County of San Francisco. Residential properties have
increased 70.9% and other properties 29.1%

SD/rg

•

Enclosures

A-108
(415) 558-4011-558-4351

Room 1 01 , City Hall

San

~
I
~

0

VALUAliON

1.0

STATISTIC~

,...~

. . ,. . ..., • r

.,

·~

("'

RtAl tSTATE BY CLASS
CLASS
A
B

c
C-1
D

E
F

F-L
G
H-1
H-2
I
M

N-1
N-2
0
p

s
T

u

"w
X

y

z

PARCH
COUNT

DESCRIPTION

y:;PARTHE~~tTS

13,2(;5

BANKS
COMMERCIAL STORES
SHOPPING CE:NTER
y DWELLINGS
SU10ULS
VFLATS &. DUPLEX
VFLA T &. STORE
GARAGES CCOMMERCIAl)
HOTELS - 1ST CLASS
hOTELS - OTntR
INDUSTRIAL
MOTELS
HOSPITALS
CO~VALESCENT HOMESt NURSING HOMES
OFFICE BUILDINGS
PUBLIC 6UILDINGS (GOVERNMENT)
GAS STATIONS
THEATRES
ClUBS, LODGES. fRATERNAl ORGANIZATIONS
VACANT
CHURCHES, CONVENTS, RECTORIES
MISC.E:lLA"EOUS
PORT C~MMISSION PROPERTY
t/CONOOMlNlUM
INCOMPLETE STATISTICS

TOTAL
EOJ

UNilS

3,044
4
9'~· 716

99,737

221

zz,v3Z

2,700
358
34
6H

49,984
9,347
8,205
9,363

2t81H~

92

3,574

37

65
1,021

544
31.12
53

131
7,984
52.2
1,069
52
4,675
7
l

PROGKAM AIA41

134,632

U4

~6.567

LAND AV
223,2u1,614
u .. , 131,92u
98,03-1,125
1,890,75So
475,839,616
9,163,686
164,513,136
25 '782 ,393
13,349,194
19,255,171
20,921,632
58,603,196
6,722,173
6dl4t713
3,230,151
138,439.725
1,394, ·n6
7,s&7,'1ol
2,681,423
6 t '123 tllO

36,162,459
1.2,221,279
4,675
319,537

IMPS AV
517,965,514
l6,'>176t776
103,392, nu
4,65£.,222
723,926, !)ll
2U,745r429
275,-,6-1,501
37,012.249
13,119,534
84,590,060
29,155.142
76,945.135
ll,387t626
48,740,440

11,246.313
492,011.351

REAl ESTATE
ASSESSED VALUE
741,161,188
27,108,b96
201,429,835
6,S4Z,'i81
1,199,766,127
37,909,115>
440y280,643
62t794,642
26,466,726
103"845.231
!>0,082,774
135>,548,331
l8,lu'il,799
55.055,153
14,476,464
630, 5ll, 076

49,403
z.l43ou97

1.444,179

lt563.7l2
8,112.,168

4,245,135
15.695,878
40.171,752
48,.269,172
31,422,041

4,009,.293

9.7ll~t058

l9Ts1-.,s·w

36,041,893
11.847,471

35,105,760
.<.,4d.l,734

80,156,297
14.3. !'>81

115.262,057

1 '399. ~16,216

2,620,428,100

4,019,944,376

DATE 01/l!i/80

2,6.26,321

•

"

~

I
f-',
1-'

VALUATlO~

STATISTICS

0

REAL ESTATE BY ClASS
CLASS

PARCEL
COUNT

OE SCRIPTION

'(

APARTMENTS
BANK.S
COMMERCIAL STORES
SHOPf'lhb CEfi!TER
OW E. LLI NGS
SC 1100lS
FLAT!> & DUPLEX
FLAT t. STORE
GARAGES CCOMMERCIAL)
HOTELS - 1ST CLASS
HOTELS - OTHER
INDUSTRIAL
ltlTELS
HOSPiTAlS
CONVAlcSCEKT HOMES, ~URSlNG HOMES
uF F IC.E BUI LOINGS
PU~llC BUilOi~GS !GOVERNMENT)
GAS STATIONS
lHEATRES
CLUBS, LODGES, FRATERNAL ORGANIZATIONS
VACAAT
CriURCHES, CONVE~TS, RECTORIES
til SCEllANEOUS.
PORT COMMl~SlON PROPERTY

l

(.Ot.~DOMUHUM

A
B

t

C-1
0

E:

F
F-2
G

H-1

tt-2
1
M

N-1
l't-2
0
p

s
't

u
1/

w
X

I~CO~PLEIE

STATISTICS

OTAl
A

REAl ESTATE
ASSESSED VALUE

L4ND AI/

IMPS AV

208,224.217
9,537,105
93,127,167
1,853,907
439,043,.296
8,970,359
150,737,677
24,019,887
14,232,713
18,646,918
20,387,127
55,684,020
6,530,343
6,469,8.29
3,104,299
129,859,84&
282,869
7,476,935
2,743,561t
6,667,792
34.215,216
12,253,708
19,444,871

476,806,830
16,320,113
9'tt732,293
4,52't,2't4
647,395,36 7
27,276,355
243,789,609
32,613,b44
12,196,253
80,896,525
27,334,239
70,621,744
10,778,833
48,335,"t:H
10,908,770
446,908,488
20,983
2,279,895
lt525,214
8,437,081
3,731t.lt35
35,091,108
8,968,290

685,03.1,047
25,857,211:1
187,859,.!t60
6,378,151
1.086r43lh663
36,246,714
394,527r28o
56,633,5:H
269428,966
99,543,443
47,721,366
126,305 '76~t
17,309,176
54,805,260
14,013,069
576,768,33(;,
303,tl52
9,75b,&30

3.689
2

2.1,902,125
77,500

57,865,792
21,250

79,767,9 ...
98,750

155,685

1,295,493,292

2,3&9.382,846

3.664.816.136

13,196
131
3,020
4
94,610
218
21,948
2,700
364
34
683
2,902
91
37
65
lt021
544
311
55
131
8t242
524
1 tl:U

4,2b8,8~8

15,104,873
37,949,6~!

47,344,
28,413

52

DATE 07/30/79
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VALUATION STATISTICS

f-'
f-'

~EAL

ESTATE BY ClASS
AV

IMPS AV

I<.EAL ESTATe
ASSESSED VALUE

196,343,225
8 9 99C,400
89,761,762
2,081,575
415,027,675
8t527o650
140,685,675
22,589,12.5
13 1 2C8 9 C25
l8ol20t825
18,964,975
53,591,700
6,228,225
6,034,90()
3,061 '850
1.21,413,250
305,775
7,844,875
2,631,700
6,5<..6,725
32,812,779
11,665,475
18. 2 71 • 9 (,\)

45G,57l'l,425
t4,707,ezs
89,897,900
5,303,625
599,207,250
26,364,350
222,81&,375
29,323,525
10,962,075
75,838,925
25,298,775
69o26lt975
9,827,825
45 9 589,2vC
10,687,950
4!4,469,875
21' 52 5
2,282,550
1,377,725
8 1 07Z,8JC
4, 116,275
34,206,875
6,724,000

646,9Lhb50
23,698,225
179,659,662
7,385,200
1,014,234,925
34,892,(.00
363,502,050
51,912. b50
24tl10,lu0
93,959,750
44.263. 7'>0
122,853,675
16,056,.(150
51,624rlW
13,749,800
535,883,125
327, JOO
1<1.12 7. 425
4,009., ..25
14,579,525
36,929,.J54
45,872,350
24,995,900

13,74C,875
1,225

37,971,250

s,soc.

51,712,12:.7 '025

1t218,412r166

2,194,906,675

3 , 413 , 318 , u4l

PArCEL

ClASS
A
B

c

C-1

0
E
F
F-2
G

H-1
H-2
I
M

N-1
N-2
0
p

s
T

u

v
w

DESCRIPTION
APARTMENTS

13,150

_BANKS

130

STORES
SHOPPING CENTER
DWELll"tGS
SCHOOLS
FLATS f. DUPLEX
FLAT f. STORE
GARAGES CCOMMERCIAL)
HOTE l.S - 1ST CLASS
HOTELS - OTHER
INDUSTRIAL
MOTElS
HOSPITALS
CONVALESCENT HOMES, NURSING HOMES
OFFICE BUilDINGS
PUBLIC BUILDINGS (GOVERNMENT)
GAS STATIONS
THEATRES
CLUBS, LODGES, FRATERNAL OPGANIZATIONS
VACANT
CHURCHES, CONVENTS, RECTORIES
CO~MERCIAL

X

MISCF:LLANEOUS

v

PORT COMMISSION PROPERTY

z

CONOCMTNTUI'I
INCOMPLETE STATISTICS

3,C,C7
4

94,541
219
21,886
2,701
364
34
69r.
2,902
9l
36
64
lt005
536
320
55
130
8,420
521
1,117
52
2,521
1
154,497

TOTAL
EOJ

LAt\D

COU~iT

PROGRAM A JA4l

DATE (. 7/31178

-.. . .

ee of the County

RRessor

ROLAND E. GIANNINI
ASSESSOR

COUNTY OF SAN MATE
COUNTY GOVERNMENT CENTER

REDWOOD CITY

CALIFORNIA 94063

September

•

Assembly
California Legislature
Revenue and Taxation Committee
State Capitol, Room 2013
Sacramento, California 95814
Attention: Wadie P. Deddeh
Chairman
Dear Mr. Deddeh:
In your letter dated July 31, 1980 you requested
concerning Commercial and Residential tax burdens
passage of Proposition 13.
Enclosed you will find two exhibits which analyze
history in this County beginning with 1969-70.
the entire Assessment Roll including Secured and
personal property. Exhibit II provides data
Land and Improvements on the Secured Assessment Roll
all Personal Property. An analysis of the enc
slow percentage trend over a period of time toward a
residential tax burden.
For the total Assessment Roll as shown on Exhibit I,
the fluctuating percentage figure for Single Family
The 1978-79 Roll figure is the first year under
1979-80 reflects the Senate Bill 17 roll-backo
combined figure in Exhibit I reveals under Personal
Unsecured the significance of legislation allowing
of Commercial Aircraft in excess of 12 hours in the
process.
In addition, Exhibit I also shows for 197
Personal Property Unsecured the impact of the complet
the North Terminal at San Francisco International

A-112
REGULAR MEMBER OF INTERNATIONAl

ASSOf:IATION n1= AC::<:::I=<:::<::!I',Ir.:: lll=l=lf"'!::D<:!

- 2 -

September 2, 1980

Assembly
California Legislature
Revenue and Taxation Committee

Exhibit II reveals a small downward percentage trend
for Single Family properties since 1977-78. The
1978-79 Roll is the Proposition 13 Roll.
1979-80 in
Exhibit II reflects the Senate Bill 17 roll-back.
The 1980-81 Roll percentage decline reveals the impact
of the audit results in our offi'ce reviewing all
Commercial/Industrial properties to establish base year
values prior to June 30, 1980 as allowed under Senate
Bill 17.
If I can be of any further assistance to you, please
contact me.

Yours truly,

ROLAND E. GIANNINI
County Assessor
REG:woh
Enc~

A-113
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ASSESSOR'S PRELIMINARY ROLL

1

t)EC!

TOTALS AliD PERCENTf~ES OF CONTRIDUTIO~ TO TOTAL ROLL
\'1iC1orc All Exemptions- Does Not Include S.B.E. Roll)

ESTIM~TEn

-'280-8)

(inventory excluded)**
%
J.3.Z9:Jl.\1..
Change
Assessed Value % Roil

%

Assessed Value

..JJZ~-Bo
'l; Rol I

$2,529,977,069
310,060,527

5/. I
7.0

8.2
8.11

$2,333.313.612
285.952,860

53.3

i .2

7. I

11.8

605 ,077,492
35,590,706
96,306,742

13.7
.8
2.2

10.0
10.9
3.0

550 ,siF1 ,4o6

!3.7

32,089,211
93,553,1155

.i3
2.3

10.0
3.2
JIJ.6

---

59.6

I

3i9,234

---

39.3

3. I

13.3

I

119,936.787

3.0

7. I

16.1

20.4

I

593,411,162

!lt. 3

9.0

'0 15 ' 160 '72 7 100.0

4. 1

Cl~ssiflcationl

Assessed Value

Single Family
Mu 1 t i IF am I 1y
Comme1·c i a 1/
Industrial
Agricultural
fl i see f f aneous

$2,830,663,483
362,814,693

59.2
7.6

11.9
17 .o

$2,529,977,069
310,060,527

60.5
7.4

686,747,261
37,092,796
105,182,023

14.4
0.8
2.2

13.5
4.2
9.2

605,077,492
35.590,706
96,306 ,]q2

14.4
.9
2.3

433,887

---

-Jq.8

I

509,396

---

---

I

509,396

I

89,398,837

1.9

20.4

I

74,263,378

!.8

-45.4

I

135,901,442

t

670,243,632

14.0

26.4

530,310,796

12.7

-25.8

100.0

--14.4
-----

!~

Change

-----------

~

Change

f~SJcSs<::!d

Vaf:.:e

RootMining,
"'"'}

mneral,
Timberf<
Personal
Property
Secured
Personal
Property
Unsecured
Total
:;t:J
I

$41782!576,612
1.{--)

1-'
1-'
ol:»

~~

1!2, 3'$2 ?to
.1~77-ZB

35.9
12 ,I,

$1,701,224,000
242,985,000

5'f. 4

7. I

13.0
.8

).8
- 5.4

2. I

20.0

1!82,721 ,000
31,2116,000
68,142,000

S i ng I e Fami l y
Multi/Family
Commercial/
Industrial
Agricultural
Mi see ll aneous
Root Plan
Mining
Mineral, }
Timber>'
Personal
Property
Secut·ed
Personal
Property

$2,312,3511,000
273 '265 ,000

60.0

501,254,000
31,076,000
81 ,8!8,000

'l

.~

% Roll

!_~

111 ,974,000

't k~/' 'l~~fi6-

Assessed Value

Assessed Value

I

--- --100.0
.::.2:£_
-----

%
Change

Classification

I~ 228,6oo

$41182,096,106

--2.9

I .I

714,703,938

--$4,428,127,312

3 ,· ? 5I

%
Change

100.0

t_/ C.,,.>-5.., l:

Assessed Value

'

.....!2..:.L

$1;

--- 3 '-'
l..i L'

",;tf
C($*"
I-'

Change

.I
'
ssessed Value

.J..'ll:l.:li.

% Roll

1 f\oll

.kb.iulg~

.ll7.5.::.Z.L

%

%

2.2
2.7

$1 ,664 ,995 ,000
236,651,000

55.4
7.9

20.5
3.7

$1,382,080,000
228' 166,000

53.4
8.8

10.9
9.6

15.4

9.4
13.1
5. I

14.7
.9

17.4

2.2

2 3

403,185,000
23,528,000
63,055,000

15.6
1.0

l

441,102,000
27,620,000
6lf ,831 ,000

9.4

l.O
2.2

2. ~

6.3
9.7
5.9

7.8

-77 5

I

1,016,500

---

-l.l

I

1 '128,000

---

13.7

I

391 '700

---

80.3

10.11

I

101,3411,000

3.2

7. l

I

94,605,700

3.2

22.6

I

77 '164 ,000

3.0

10.7

500

l

6.

472,376

15.

1

.8

ASSESSOR'S PRELIMINARY
-------··--PE~CiJiffi.GES

ROLL

OE CONTR !GUT I_ON TC TOTAL ROLL - FIVE YEAR ANALYSIS

(Before All Exemptions- Does Not Include S.B.E. Roll)
1972-73

2. l.'i.Lf. L_c J..U~ ~fl.
Si:~gle F~w:i

Nul

1y

ti/Family

Sc::.~:crcial/lndustri.::ll

;1r;ricultur.Jl
~iscel l~neous

~ooL

Plants, Mining,

Hineral, Tin1bc-r
Personal Property
Secured
Pc:·sonal Property·.

Unsecured
):1
I

.....

.....
U1

Toto!

J~s..s.c 'I ">.f.d. V.a ] ue

$1

.A22.essed V.:1~~

% f~o]J_

- 26.9

$1,114,539,000
188,137,000
358,980,000
23,621,000
59,189,000
698,000

51 .G
8.7
16.6
1.1
2.7
--

3.5
- 11 . 1

% Cha r]j_£_
1 J. 8

,2.lt5,796,ooo
208,139,000
379,091,000
21,453,000
59,551,000
550,000

10.6
5.6

- 1o. 1
.l

% Chan9e

7.7
11.9
6.6
-

.l

73,389,500

3.

l o. 7

66,311,400

3.1

- 1.9

384,055,000

16.2

9.6

350,549,000

16.2

10. 9

100~0-

-~

~-------------

j2,3Z2,024l5oo 1oo.o

2:2

-

0! r«

UtftW

f

'M

i~,j_§_2J_02~,_~Q.Q_

FXH/7:[1(.
ESTii·iAH~ LiT!\'. :\r;o PEP.CE~iT/\·~t:S OF C
----(Sc:foi·t: I~ 1 I Exer:1pt ions -

0"1

.. :~ ~.._." " s s :~ -r : ,. . :71
1

:

~•

·~

'"

"-"· ,__.

,,
t_,

I

1

-------1
: .,
i
r:- ~ r'i: l 'J
!
I
I

I/

' " I \,

,

'-· i ', '

y

I ,I' . '

~

1

~'1 c:- '1

r;r-iruitur:tl
~:

-

'v( 6?_)

7 (, ·;

n 1 I,

I

.)

1

'

,. •-

~j :

1l ~

!

<-;

•iJ

] c:
• ..•
n t· rJ.' (

n

• "

1~

.._,,

....,

5.; Roll

,,'c

27, ,

'

I,~-

TO RU1L Pf\OPE:\TY f\OLL
Ro l I)

Chur1ge

I

I

Ch2r1gc

31o,o6o,:527

70.7
8.7

8.2
8.4

16.9
1.0
2.7

10.0
10.9
3.0

1\ssesscd Va 1L'C

70 ,II
9.0

17.0

,]Lf],26l

17. 1
.9
2.6

13. 5
Lf. 2
9.2

605,077,492
35,590,706
96,306,7if2

-14.3

509,396

c '· ' 0

I "' '

~0
0 'j

11.9

I $2,529,977 ,c

I

0;

1979-80
;~ Ro 11

3
3

J, r;
'Lj 0

37,092,7J6
10),1.32,023

JSCClltJ!lCO'.JS!

' 1·
0 ().

~

6

lj
.

' · 'c <au__)
~....,
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DONALD CAREY, Assessor

County of Siskiyou
COURT HOUSE
YREKA, CALIFORNIA 96097

~r()rJie P. Ded'lf'h, Chc-drman
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TH!S LETTERHEAD PAID FOR BY DONALD CAHEY

OFFICE OF THE ASSESSOR
DAVID W. TRIPLETT
TELEPHONE (209}
1100 H STREET

P. 0. BOX 1068

526-6461
MODESTO, CALIFORNIA 95353

MEMBER INTERNATIONAL ASSOCIATION OF ASSESSING OFFICERS

August 8, 1980

The Honorable Wadie P. Deddeh, Chainnan
Revenue and Taxation Committee
State Capitol, Room 2013
Sacramento, California 95814
Dear Mr. Deddeh:
This is in response to your letter, dated July 1, 1980, regarding a possible shift of tax burden from commercial to residential
properties.
I have checked with my systems and data processing people and
find that the information you request is not readily available.
It would require very costly programming to extract the type
of information you are requesting. If this were to be done, it
is very questionable whether the data would be reliable since our
pre-Proposition 13 use codes would be of little value.
It would be my opinion that since the majority of the transfers
triggering reappraisal are residential properties, that the tax
burden shift would be to that class of property. The simplest
solution to remedy this situation, if in fact it is true, would
be to revert to the advalorem system of property taxation and
retain the one percent tax rate.
I am sorry that the information you request is not available.

l);JJ:;s,j/. --

TRIPLE~

DAVID W.
Stanislaus County
DWT:vk
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OFFICE OF ASSESSOR

lAWRENCE M. NICHOLS

ROOM J02E

COURTHOUSE

VISALIA. CALIF. 93277
TELEPHONE (209) 733-6361

August 26, 1980

Assemblyman Wadie P. Deddeh, Chairman
Revenue and Taxation Committee
State Capitol, Room 2013
Sacramento, California
95808
Dear Sir:
In reference to your request for data on Prop. 13
problems, I regret that I cannot furnish you with any
concrete information.
It is a fact, however, that in Tulare County for
the past four years ownership changes and building
activity has been high. The large portion of this
activity has been in residential properties. This is
confirmed by building permit activity and observations
of property transfers.
Since 1975-76 we have recorded ownership changes
rise from 15,721 parcels to more than 20,000 per year
for 1977, 1978, and slightly less than 20,000 in 1979.
Our observations are that 60 to 65 percent of these
changes represent residential properties. Samplings
indicate approximately 20 to 25 percent agriculture
and the balance other types of property.
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Assemblyman Wadie P. Deddeh, Chairman
Revenue and Taxation Committee
Page 2
August 26, 1980

Building permit activity for 1978 shows the
following county wide:
Total Permits issued

7872

Single residence - new construction
2285
Multi-residence - new construction
309
Commercial & Industrial
190
Institutional
12
Residential - Add-on
1239
All other
- Add-on
722
Demolitions
91
All other permits
3642
(Swimming pools, mobile horne install.
mechanical, electrical repairs, etc.)

You can see of new construction the major
portion is in residential property.
I regret I don't have the statistics you need
but we do not have the means to extract them. I
hope this will be of some value to you.
Sincerely,

~:l ~tt,l(l~y~{

)7'\

J~litf ~

Lawrence M. Nichols
Tulare County Assessor
LMN:cs
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ty of ventura
August 8, 1980
Honorable Wadie P. Deddeh, Chairman
Assembly - California Legislature
Revenue and Taxation Committee
State Capitol, Room 2013
Sacramento, California 95814
Dear Assemblyman Deddeh:
Subject:

Local Secured Assessment Roll

We have attached an exhibit showing the composition of the Ventura County
Secured Assessment Roll for the years 1977-78, pre-Proposition 13, and the
post-13 years of 1978-79, 1979-80 and 1980-81. We have the information
broken into five categories which we feel are the most meaningful combinations. We would be pleased to give more detailed breakdowns at your reques
We do not split residential property between owner-occupied and renteroccupied property as such. We feel that our "Residential" category would
represent by far the vast majority of the properties on which the Homeowners'
Exemption is granted. However, we recognize that the exemption has been
applied to all categories other than "Minerals." Our records indicate that
the Homeowners' Exemption has been granted against property having an aggre~
gate full value on the 1980-81 roll of $5,368,757,276 of which $5,207,966
was represented by properties we categorize as being single family residential~
Finally, you should remember that 1980-81 is the first year that Inventory
has been fully exempt. We estimate that removal of this value added to
decline in Commercial/Industrial by approximately one-half of one percent
its percentage contribution to the roll.
If you need further clarification, you may contact Fred M. Wewerka at ATSS
723-2178. However, he will be out of the office August 15 and the week
the 18th.
Very truly yours,

,J~\IV\.W~
~~ Jack M. Waterman
County Assessor

deb
Enclosure
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BOO Suuth Victoria Avenue, Ventura, CA 93009 (805) 654-2181

Hon. Wadie P. Deddeh, Chairman
Revenue and Taxation Committee
Re: Local Secured Assessment Roll

cc:

August 8, 1980
Page Two

Hon. Charles R. Imbrecht, Assembly - 36th District
Jeffrey L. Reynolds, State Board of Equalization

In comparing this year's report with the numbers provided October 31, 1979,
please note that this is limited to the Local Secured Roll. Also note that
Industrial, Transportation, Commercial and Entertainment have been combined
into Commercial/Industrial, while Agricultural and Undeveloped have been
combined.
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RECAP

VENTURA COUNTY SECURED ASSESSMENT ROLL

1977
Full
Value
--

Total

$ 5,780,247,153

69.70

$ 5,150,797,080

61.85

$ 6,407,344,424

63.24

$ 7,896,464,764

63.98

486,103,518

5.86

455,958,812

5.47

536,849,348

5.30

646,104,876

5.24

1,045,206,177

12.60

1,591,407,640

19.10

1,881,957,596

18.58

2,090,351,580

16.94

Agricu1tura1/Undev~

594,915,345

7.18

728,954,956

8.74

790,834~400

7.80

895,212,588

7.25

Mineral

386,253,775

4.66

402,768,800

4.84

514,798,280

5.08

813,261,620

6.59

Residential
Apartment
Commercial/Industrial

~
I
1-'
N
..p,.

$ 8,292,725,968

1978
% of

100.0

Full
Value

$ 8,329,887,288

1979
% of

Total

100.0

Full
Value

$10,131,784,048

980
% of

Total

100.0

Full
Value

$12,341,395,428

% of
Total

100.0
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1975 BASE YEAR VALUES
Issue
SB 17 (Holmdahl, Chapter 49, Statutes of 1979) was
legislation clarifying the method of determining 1975 base
year property values under Proposition 13.
Is SB 17 being administered consistent with legislative intent? Are there any problems regarding base year
values that need further legislative attention?
Questions
1. Have all counties (with the exception of Los
Angeles) completed their revisions of 1975 base year
values in compliance with the June 30, 1980 deadline?
2. What methods did counties use to revise 1975
base year values and were these methods consistent with
the provisions of SB 17?
3. What did SB 17 intend with regard to counties
that made no "periodic appraisals" in 1975?
4.

Is SB 17 vulnerable to constitutional challenge?

Legislative Options
1. Order a survey and report by the Auditor General
on local implementation of SB 17.
2. Take no further action on SB 17 until and unless
local court challenges indicate problems with local
implementation of SB 17.
3. Provide further statutory instruction to counties
which made no "periodic appraisals" in 1975 regarding
how they are to establish base year values.
4.
Delay legislative action re option (3) pending
outcome of lawsuit in Contra Costa County.
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BACKGROUND

Proposition 13 is best known for its provisions that
"roll back" real property values to their 1975 levels and
limit growth in values from this base to 2% per year,
unless the property changes hands.

Therefore, establish-

ment of the appropriate 1975 base year value is of great

•

importance.

The issue of constructing the 1975 roll has

been fraught with controversy from the moment the initiative was adopted up through today.
Requirements of Article XIIIA
Part of the initial confusion stemmed from the language
of the initiative itself.

Section 2{a) as enacted, read

in part:
The full cash value means the county assessor's
valuation of real property as shown on the 1975-76
tax bill under 'full cash value' or, thereafter,
the appraised value of real property when purchased,
newly constructed, or a change in ownership has
occurred after the 1975 assessment. All real property not already assessed up to the 1975-76 tax
levels* may be reassessed to reflect that valuation .••
Three ambiguous phrases in this section were particularly unclear to those attempting to carry out the 1975
base year concept.
•

The troublesome terms are:

" ... as shown on the 1975-76 tax bill under 'full
cash value'", since this

term did not even appear

on tax bills in some counties;
•

" .•• not already assessed up to the 1975-76 tax
levels," which spawned a great deal of confusion

* Th1s phrase was subsequently changed to read " ... 1975-76
full cash value •.. " by Proposition 8 on the November 1978
statewide ballot.
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about the intended meaning of "tax levels"

(and

which was amended a few months later to read "full
cash value", a term itself not without ambiguity) •
•

The interchangeable and thus confusing use of the
terms "appraisal" and "reassessment", even though
these have different meanings.

Early Implementation
In the first few harried weeks following adoption of
Proposition 13, one of the largest looming questions regarding the "roll back" to 1975 lien date assessed values
was what to do about properties for which the official
1975 tax bill value did not reflect "true" 1975 market
value.
This situation was quite common in California counties,
and happened because most assessors reappraised properties
on three- to six-year cycles.

One local official summed

up the situation this way:
"If your property was reappraised in 1972 and,
say, reappraised again in 1976, we're not going
to use the figure shown on your 1975 bill because
it was three years out of date" .
There was spirited debate about the meaning of the
cryptic "not up to 1975-76 tax levels" provision in
Section 2(a).

The California Assessors Association

recommended, on a straw poll, that for purposes of equity
and uniformity assessors should be allowed to raise to the
equivalent of 1975 values any assessments shown on the 1975
roll that did not reflect true values for that year.
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However, dissenters argued instead for sticking with
the values as they appeared on the 1975 roll.

They cited

the public's expectations of a "roll-back" to values
appearing on the 1975 roll, the permissive "may" in this
sentence of Section 2(a), and the practical difficulties
of reconstructing a 1975 value three years later.
Two weeks after the adoption of the initiative, the

•

State Board of Equalization voted unanimously to advise
county assessors not to amend 1975 tax bill values.
Legislature's Action- SB 154
Shortly after the Board's pronouncement, however, the
Legislature rushed to the Governor's desk SB 154, the
local government "bail-out" bill.

This bill also contained

statutory instructions which reversed the Board of Equalization regarding establishment of 1975 base year values.
The Legislature took this action based on testimony
by Proposition 13 co-author Paul Gann at the SB 154 conference committee.

•

Mr. Gann testified that:

The reason we included in the amendment the right
for those taxes to be raised up to the 1975-76
level is that many assessors throughout the state
had told us that there could be as much as 20 or
25% of the property in this state that hadn't
been brought up to that level and we thought that
it should be brought up to that level.
SB 154 provided in part that "full cash value of
real property means the full cash value .•. as determined
pursuant to Section 110 for ... the lien date in 1975,"
further provided that

11

and

if property has not been appraised
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pursuant to Section 405.5*to its appropriate base year
value, full cash value means the reappraised value of
such property as of the base year lien date."
The Board of Equalization subsequently amended its
position to conform with SB 154 by adopting Rule 460, which
then

read:
(a) (2) (B) If real property has not been appraised
pursuant to Section 405.5 of the Revenue and Taxation Code to its appropriate base year full cash
value, then the assessor shall reappraise such
property to its full cash value for the appropriate
base year lien date ••. (Refer to the General Reference
section of this Briefing Book for full text.)

Assessment Practice under SB 154
A new twist to the controversy over establishment of
base year values arose in 1978 and 1979 as assessors tried
to implement SB 154.

Were assessors permitted to increase

a 1975 tax bill value, they asked, if that value had
been newly placed on the roll in 1975, but now, with hindsight, the assessor could see that such value was actually
too low and

~id

not represent the true full cash value of

the property at the 1975 lien date?
This circumstance might have occurred for a number of
reasons.

As mentioned above, most counties did actual

field appraisals in multi-year cycles.

In intervening

years, the values may have been "trended" by the computer
or otherwise adjusted, which reflected only imprecisely
actual market values.

Other properties physically appraised

for 1975 may have been actually visited by the appraiser a
*The term "appraised", as referred to in Section 405.5 of
the Revenue and Taxation Code,means a "periodic appraisal"
by the assessor "to substantiate his judgment of its full
cash value."
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year earlier.

Further, many counties followed the practice

of uniformly appraising all properties at a percentage
less than true market value.
A survey by the Auditor General of county assessment
practices in early 1979 reported widely varying practices
among assessors in developing 1975 base year values.

The

Auditor reported that:

•

Of the 47 counties reviewed, 12 counties adopted the
actual assessed values recorded on the 1975-76 tax
roll as the base year value for developing their
1978-79 tax rolls. On the other hand, 15 counties
revalued all properties, including those reappraised
for the 1975-76 tax roll to provide a basis for
constructing their 1978-79 tax rolls. Twenty other
counties revalued all parcels except those reappraised
for the 1975-76 tax roll.
Litigation
Several cases were filed around the state in 1978
challenging assessors' retroactive changes to property
valuations on properties that had been appraised for the
1975 lien date.

Chief among these was Hblmdahl v. Alameda

County Assessor and State Board of Equalization.

In

January 1979, the Alameda County Superior Court ruled that
the county had no authority to increase the value of
property that had been appraised for the 1975-76 tax roll.
Although the effect of the ruling was limited to that county,
many other cases were dropped after its issuance.
Enactment of SB 17 (Chapter 49, 1979)
SB 17, introduced by Alameda County Senator John Holmdahl in the same month the court decision was handed down,
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was an attempt to resolve finally the controversies over
the correct construction of the 1975 base year roll.
It generally followed the Superior Court ruling.

After

substantial amendments as it moved through the Legislature,
SB 17 as enacted, modified 1975 base year values as
follows (for full text, see General Reference Section):
(1)

"Full cash value" for the 1978 assessment is
the assessor's appraised value in 1975, if
property

~

110.1 (d)).

appraised in that year (Section
"Appraised" means a value determined

by a periodic appraisal under Section 405.5.
A presumption exists that if the 1975-76 tax
bill value differs from the property's 1974-75
value, an appraisal took place.

However, the

assessor may rebut this presumption by showing
the change was not due to a periodic reappraisal
(Section llO.l(e)).
(2)

If property was not appraised for 1975, its 1975
base year value is determined based on "those
factors and indicia of fair market value actually
utilized in appraisals made pursuant to Section
405.5 for the 1975 lien date".

Such new base

year values shall be consistent with the values
established by reappraisal for the 1975 lien
date for comparable properties which were reappraised for that fiscal year.
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(Section llO.l(c).

SB 17 also contained directives on how these roll
changes were to be administered:
•

Assessors were allowed only until June 30, 1980,
to revise any 1975 base year values, but such
revisions could be placed on the 1980-81 assessment roll being prepared, rather than as corrections to the 1979-80 roll.

As subsequently

amended by AB 1489, in Los Angeles County only,

•

and upon approval of the Board of Supervisors,
the assessor may have until June 30, 1981, to
complete this task (Section llO.l(c)).
•

Escape assessments are not permitted for prior
years based on a subsequent updating of the 1975
base year value (Section llO.l(c)).

•

Any reductions in 1975 base year value resulting
from SB 17 are made retroactive to the 1978-79
fiscal year by requiring either credits on the
1979-80 tax bill in the amount of the previous
year's over-p!Ctyment, or refunds on or before
June 30, 1980.

Following enactment of SB 17, the Board of Equalization adopted Rule 460.1, which is generally consistent
with the statutory language (see General Reference Section).
Current Status
Since the time SB 17 was enacted in May 1979, the
Legislature has received little information on how counties
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reconstructed 1975 base year values.

The state's interest

in the status of SB 17 implementation relates to two major
considerations:
1.

SB 17 is intended to provide for fair and equitable treatment from taxpayer to taxpayer and from
county to county with regard to base year values.

2.

There would be fiscal impacts on the state if
there were consistent under- or over-valuations
of base year values.

The fiscal impacts would

be felt through the state school funding formulas.
When queried recently regarding its knowledge of
whether any counties have failed to implement SB 17 properly,
the Board of Equalization replied:
Since the June 30, 1980, date has passed, we must
assume that all counties, except Los Angeles, can
no longer alter the 1975 base year value on all
properties with a 1975 base year. Los Angeles
has exercised its option to complete the tax {sic)
by June 30, 1981.
We considered the terms of SB 17 to be self-executing. With the passage of the June 30, 1980, date,
there is nothing either the county assessor or
the State Board of Equalization can do if the
assessor has failed to satisfy all of the provisions
of SB 17.
One relevent lawsuit is pending.

A complaint filed

in Sierra County Superior Court alleges that there is no
authority under Article XIIIA to reappraise any property
above the value appearing on the 1975 tax bill, notwi th....
standing the fact that property had not been reappraised
for the 1975-76 lien date and the tax bill value was not
fair market value (People's Advocate, Inc. v. State of
California) •

(A recall effort against that assessor has

also been initiated-- see Appendix I.)
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Unique Problem in Contra Costa County
Contra Costa County had a unique set of circumstances
which complicated its implementation of SB 17.

As far

a~

we know, no other counties have this problem.
For the tax year 1975-76, the Contra Costa County
Assessor did not "periodically appraise" any part of the
county, because all available staff were being used to
convert the county to a multiple regression appraisal program.

In lieu of a "periodic appraisal" pursuant to

Section 405.5, the Assessor used a computer to "factor"
the two-thirds of the county that had not been periodically appraised the prior year.

The factoring procedure

brought that two-thirds of the county to values nearly
equivalent to the 1974-75 values of the properties appraised
the previous year.

The end result was that all properties

had 1975-76 tax bill values that approximated 1974-75
market values.
Shortly after the adoption of Proposition 13, the
Assessor by computer applied factors which varied by

•

neighborhood to raise those 1975-76 tax bill values to
approximately true March 1, 1975 full cash value.

This

prompted a class action law suit (Renaud aka People's
Advocate v. Rush), which was later made moot by the enactment of SB 17.
The Assessor then rolled back 1975 base values to
those on the 1975 tax bills.

This action was taken on the

belief that Contra Costa County did not fit the legislative
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scheme set forth in SB 17, because in the absence of any
periodic reappraisals in 1975, there were no properties
to which revised base year values could now be made "consistent".

The goal of the roll-back was to achieve an

equitable roll on which most properties were appraised on
a similar basis.
Contra Costa County Litigation
Upon this roll-back action, an employee of the County
Assessors Office in turn filed suit, alleging the Assessor
failed to implement SB 17 properly.

The suit (Swicegood

v. Rush) is now pending in Superior Court.
According to the Contra Costa County Counsel's Office,
The relief the plaintiffs seek in Swicegood has
been ••• unclear ••• (T)they seem to argue that the
Assessor should now proceed as if he were appraising for the 1975 lien date and, instead of simply
factoring, do a 405.5 periodic appraisal' of p~rt
of the County (using the "£.actors and indicia
available in early 1975) in order to establish
a standard to which the remaining properties
could be raised under SB 17.
The County's response to this proposal is summarized
by the Counsel's Office:
.•• (W}e believe that it is extremely unworkable
and could not possibly be done short of pouring
over a million dollars into a sophisticated
reappraisal effort over several years. Further,
we think any benefits that might be gained by
such a program would be far outweighed by the
expense and disruption.
Our first defense in this action will be that
SB 17 specifically precludes changes to the 1975
base values after June 30, 1980 •••
Our next defense would be to show that we did
achieve the goal of SB 17, even if we did not
fit the scheme and follow the specific procedure
contemplated by SB 17. As part of this defense,
it might be quite persuasive to show that, by
our roll-back, we have done as much (or more} to
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comply with the legislative intent of SB 17 as
most other counties, especially since we have
actually achieved the end result contemplated
by SB 17 (having all comparable 1975 base
value properties at approximately the same percentage of true 1975 full cash value) •.•
Possible Constitutd.,onal Challenge to SB 17
There has been talk recently of the possibility of
a Constitutional challenge to SB 17 being raised in one

•

or both of the two pending cases on SB 17 (in Sierra and
Contra Costa Counties).

Such challenge may argue that

the Constitution requires the use of 1975 full cash value,
not a uniform percent of full cash value, and that the
Legislature does not have the authority to permit a value
less than full cash value for the base year.

To date,

this argument has not been raised in either of the cases.
Alternatives for Committee Consideration
1.

The Legislature could order a survey and report

by the Auditor General on local implementation of SB 17.
Such a report could be a follow-up to the one on assessment
practices done in 1979 prior to enactment of SB 17 and would
inform the Legislature whether counties are complying
with the law.
While such a report may be interesting, its cost
and informativeness should be considered.

Another

way to determine if there are local problems with SB 17
compliance is to wait for court challenges of local assessors.
Further, since the June 30, 1980 deadline for setting base
year values is past, is the need for such information as
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pressing?

On the other hand, lawsuits may indicate

instances of over-valuation by assessors, but practices
of

undervaluing base years may not come to the Legisla-.

ture's attention via lawsuits.
2.

The Legislature could provide further statutory

instructions to counties which made no "periodic appraisals"
in 1975 about how to establish base year values.
Costa may be the only county in this situation.

Contra
As an

alternative, the Legislature could wait for the disposition
of the lawsuit on this issue.

The need for further legisla-

tive guidance depends in part whether it is believed that
another approach can be devised that is superior to the one
Contra Costa employed in terms of equity, constitutionality,
administrative feasibility, and revenue effects.
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"For Sierra County, Proposition 13
was a bad deal," Copren says. "For one
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and for another, the whole county was
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He says the tax rate in the county,
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were bonds to be paid off, went down
very little after the proposition became
Jaw.
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NEW CONSTRUCTION
Issue
Proposition 13 requires revaluation to full cash
value when any real property is "newly constructed". A
number of controversies over the constitutional mandate
and statutory intent have arisen among assessors, the
Board of Equalization and Legislative staff.
Should the Legislature modify the statute dealing
with "new construction" in order to resolve the disagreements over this aspect of Proposition 13 implementation?

I

Questions
1. Does current statutory implementation of Proposition 13 effectively exclude minor improvements from
reappraisal as "new construction"?
2. How should
property be treated?

land component of newly constructed

3. What is the proper time for summary reappraisals
upon the completion of multi-year construction projects?
4. What are
exempting "rehabi
construction?

advantages and disadvantages of
" from reappraisals as new

Legislative Options
1.
Clarify
statutory definition of "new
construction" to ensure
ion of minor improvement
and/or to eliminate
base year values.

method of treating the land
property.

2. Change
component for
3. Change or
of summary reapprai

current law regarding the time
multi-year projects.

4. Enact measures to exempt "rehabilitation" of
improvement and/or to
for periodic revaluations
of the land component of properties.
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BACKGROUND

"New construction" of real property is one of the
three events which, under the rules of Proposition 13,
triggers reassessment to full cash value.

(The other two

triggers are purchase and change of ownership.)

The

concept of "new construction" has been among the most
slippery to define and commit unambiguously to writing
of all the Proposition 13 terms.
Constitutional and Statutory Language
Article XIIIA provides no definition of new construction.

In 1978-79, the definition of new construction was

left to Board of Equalization regulations

(Rule 463).

The

following year, in response to dissatisfaction with the
wording of those regulations,sections 70 and 71 were added
to the Revenue and Taxation Code by AB 1488.
In summary, the statutory provisions are as follows
(see General Reference section of this Briefing Book for
full text):
Definition.
(1)

New construction means:

Any addition to real property (either land or
improvements)

i

and

(2) Any alterations of land or improvements which
either:
(a)

Converts the property to a different use
(which is not further defined) , or
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(b)

Constitutes major rehabilitation, which is
defined as rehabilitation, renovation, or
modernization which converts the improvement
to the substantial equivalent of a new
improvement or fixture.

What to reappraise.

Only that "portion" of the pro-

perty which is newly constructed is reappraised.

The

base year value of the remainder of the property, which
did not undergo new construction, is not changed.
When to Value New Construction.

New construction in

progress on the lien date shall be appraised at its full
value on such date and each lien date thereafter until
completion.

Upon completion, the entire portion of the

property which is newly constructed must be reappraised at
its full value.
There are unresolved issues associated with each of
these statutory provisions.

These issues have been dealt

with at length in earlier forums.

In January 1979,"the

Task Force on Property Tax Administration submitted its
report to the Revenue and Taxation Committee which included
the original recommendations on these topics.

In November

1979, the Committee held an interim hearing on the new
construction issue,

airing some of these same controversies.

Prior to that hearing, the Task Force reconvened and submitted a revised set of recommendations to the Committee.
These previous discussions are summarized in this
background report, which is organized by the three major
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unresolved

sues

new cons

I.

and equity of
the

II.

Cons

i

Treatment

t

cons
III.

Summary

s

multi-year construe-

tion
I.

Troublesome
The original 1978 Board of Equalization rule used

the criterion of "extens
improvement".

c li

s was

too broad, however,

that normal maintenance
this definition.

tion"

11

r might

1 within

In 1979, the

definition opted

statutory

con

Change

or rehabilita-

use" to

s

struction whi

tenance

Board

s

463

inserts the quali

of the

r "substan

"addition" and "a

new conrepair.
language

al" before the terms
(See General Reference sec-

tion for current Rule 463.)
The

concerns have been

"new construction" de

its current form:
Concern has been

r for Reassessment
expressed for a

statute

ing Board rules

not specify

Rule 463(b) (
st

accompanyminor changes

not cons

from reassessment.
an exclusionary

sed about the

lar to

one for

alterations.

Further, minor alterations (such as con-

version of a utility closet to a half-bath) may trigger
reassessment under the "conversion to a different use"
criterion.
In its restudy of this question last November, the
Task Force on Property Tax Administration reported that:
The concepts of "major rehabilitation" and
"change in use" have only muddied the waters
of what should or should not be reappraised.
There is no way to dictate general rules and
have them apply fairly across-the-board.
The
assessor has always had the responsibility of
determining when changes to property were substantial enough to necessitate reappraisal.
The assessor should be allowed to continue to
exercise this kind of flexibility, because
each case is different.
The Task Force recommended that the concepts of
"major rehabilitation" and "change in use" be deleted
from the definition, and that the definition should simply
provide that new construction is "substantial addition to
or alteration of real property, whether land or improvement, since the last lien date".
The Board of Equalization, however, dissents from this
recommendation, arguing that the •rehabilitation" and "change
in use"concepts provide useful guidance in insuring that
minor changes are indeed excluded from reassessment.

The

Board argues that without such guidance, assessors using
their own discretion may be overzealous in adding small
changes to the roll, thus subverting the rationale of the
Task Force.
Multiple Base Year Values.

The current procedure of

reassessing portions of properties which have been newly
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constructed requires the assessor to maintain more than
one base year value:

one base year value for the original

property and improvements, and additional base year values
for each component newly constructed thereafter.

Each of

these base year values must be separately adjusted by the
annual 2% factor, resulting 1n higher administrative
costs.
The multiple base year value problem could be solved
simply by providing that the old base year value for
original improvements and the new base year value for the
newly constructed part be summed into one new base year
value.

Alternately, the step-by-step "value added" pro-

cedure advocated last year by the Tast Force could be used,
however, this raises other problems regarding capturing
growth in the land component of new construction--see
Part II of this background paper.

(See Appendix I for

a description of the recommended "value added" procedure.)
Alternatives for Committee Consideration
l.

The statutory definition of "new construction"

could be amended to delete the concepts of "major rehabilitation" and "change in use", using instead the simplified
concept of a "substantial addition or alteration".
2.

The law could be amended to provide that only one

base year value be maintained for properties, regardless
of new construction.
3.

The current definition of new construction

could be retained without change.
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II.
The statute provides

on

the portion of a

property which is newly constructed shall be reappraised.
This has resulted in much confusion about how the land
component is to be treated in newly constructed property.
The Board of Equalization has interpreted the statute's
reference to "portion" to be a physical delineation of the
portion of the improvements newly constructed.

The Board

rule and interpretations exclude any changes in land
value from reassessment upon new construction of improvements.

(Board rule does, of course, permit reassessment

if the land itself is altered or its use changed, for
example, grading of rolling farm land in preparation for
subdivision.)
In contrast, many county assessors, Committee staff
and the majority of the Task Force had concluded that
"portion" meant a "vertical slice" of the property which
included value changes in both land and improvements.
After testimony and discussion at the Committee's
interim hearing on this topic last November, the concensus
of the Committee members was that the Board of Equalization had misinterpreted the Legislature's intent in the
statute regarding new construction.

That is, Committee

members subscribed to the view that the statute requires
that some land value increases should be captured in
reappraisals upon new construction.

7

The Board of Equalization has made no changes in
its rules or directions to assessors regarding the inelusion of land values in reassessments since the November 1979 hearing, nor has the Board proposed legislation to
clarify the statutes in this area.

To our knowledge, this

difference in opinion about the treatment of land values
has not been brought to litigation anywhere in the state.

•

The arguments on both sides of this issue are recapped below.
Rationale--Reassess Improvements Only.
•

Article XIIIA can be interpreted as requiring
reassessment of only the portion of the property
that is newly constructed, not the entire property.

To argue for full reassessment upon new

construction is tantamount to arguing that a sale
of a portion of a property is grounds for
reappraisal of the whole.
•

Reassessment upon new construction which includes
land value growth would be a disincentive to construction and particularly to small renovations
and remodeling jobs.

•

There would be "punitive" effects.

For example,

the person who purchases and holds a lot for ten
years and then builds his retirement dream house
on it will be faced with a large tax increase when
the lot is reappraised to current full cash value.
Rationale--Include the Land Component in New Construction Reassessment.
e

The term "property" has
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the past always referred

to the real property as a whole, without any
segregation of land and improvements.

The Rev-

enue and Taxation Code defines real property to
include both.
•

To exclude the land component from reassessment
upon new construction could result in inequitable
treatment of new construction vis-a-vis changes
in ownership:

Given two identical homes, one of

which is newly constructed and the other which
changes ownership on the same date, the horne which
changs ownership will have a higher valuation because all factors affecting value are taken into
account, whereas the newly constructed horne will
exclude value attributable to inflationary land
value growth,
•

If the land component is not reflected in new
construction reassessments, large value increases
could escape taxation.

For example, a piece of

agricultural property could be held for a number
of years,

be rezoned to commercial, and then undergo

construction for a hotel or factory.

'Under the

Board's rule, only the value of the buildings would
be added upon new construction, and the land value
increases resulting from inflation and rezoning
would not be captured.
•

The benefits of increased land values not subject
to taxation would be enjoyed more by the business
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sector than the residential sector.

This is

because adding and remodeling are more common in
business properties, whereas ownership changes
are more common in the residential sectori most
new homes are sold by the builder to homeowners
immediately after construction, so that reappraisal
occurs not by new construction, but by change of
ownership.

I

Various Approaches to Including Land.

It should be

emphasized that there are variations in the degree to
which land value changes could be reflected in reassessment
upon new construction.

The present statutory language

does not clearly indicate what degree is intended.

Three

possible approaches are described below and illustrated
on the chart on page e-ll :
1.

•

Reassessing the entire property to full cash

value upon any new construction.

This is the strict-

est interpretation of Article XIIIA, and would capture
the largest amount of land value growth (resulting in

•

assessed value increases much higher than under present
law).

This treats new construction on a par with

ownership changes, but probably has the greatest
disincentive effects for improvements and repairs.
2.

Reassessing the newly constructed portion of

the improvements

(keeping the adjusted old base

full cash value of the entire land component.

C-10

ALTERNATIVE APPROACHES TO

REVALUING PROPERTY UPON
NEW CONSTRUCTION

LEGEND
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Indicates Portion to be
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Entire
Property

1.

Revalue Added
Improvement Plus
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~
-

-
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4.

-

-

~

/

m

Revalue "Vertical
Slice" of Land
and Improvement

I

-

-

- -

Current BoE Rule:
Revalue Added
Improvement Only

Periodic Revaluation of Land
Only

5.
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3.

Reassessing the "portion" of the improvements

that are newly constructed plus a comparable portion
of the land upon which the improvement sits, maintaining the adjusted base year value for the remaining unaltered land and improvements.

This is perhaps

the closest approach to the "vertical slice" interpretation of Article XIIIA held by staff, various
assessors, and the Task Force majority.
In addition, it has never been entirely clear
whether proponents of capturing

land value growth intended

reappraisal of land value to take place upon any new
construction on improvements on the property, or only when
a change in use of the land is involved.

For example, with

the former rule, addition of a family room to a home would
occasion

capture of land value growth; the latter rule

would not allow reassessment in the family room case, but
would in instances where new construction accompanies a
change in the use of the property, for example, from
vacant to residential or from residential to commercial.
The Task Force last year recommended dropping the
entire concept of "portion" of the property, substituting
the previously-mentioned "value added" procedure (described in Appendix I).

This approach would capture

inflationary land value growth only to the extent that it
occurs during the time the construction is started and
completed.

Other statutory schemes could be drafted to

capture various degrees of land value growth, in all
cases or upon change in usc.
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Taxation of Land Only.

A

vE~ry

different response

to the dilemma of land versus improvement taxation is
a proposal to exempt newly-constructed imprc:vements from
property taxation entirely, and tax the land value only.
Note that this is just the opposite of the Board of
Equalization approach, which taxes new improvements but
not land value increases.
The most recent legislative proposals were a pair of
measures introduced in 1980 by Assemblyman William Filante,
ACA 14 and AB 3176 (see Appendix II for text).
were referred to interim study.

Both

These measures would have

exempted from new construction "rehabilitation" of existing
improvements, would have provided that the land component
of all real property be reappraised to current full market
value every five years (shown as Approach #5 on the chart),
and would have provided that upon "new construction" (not
including "rehabilitation") a property's new base year
value would be the sum of the value of the new improvement,
the base year value any existing improvement, and the full
value of the entire land component (this is similar to
Approach #2 on the chart).
The purpose of this proposal is to eliminate a possible
disincentive to improving property.

Spin-off benefits

are assumed to include more efficient use of urban land
and infrastructure,

control of sprawl,and maintenance of

land values.
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Issues raised by this proposal include the following:

e

The revenue effects are unclear.

The revenue loss

from exempting improvements may be offset by
increased proceeds from periodic revaluation of
land.

The effects may vary by county, depending

on comparative land value growth; some counties
may experience net gains, others net losses.
•

There are doubts about the strength of the incentive or disincentive power of the property tax.
At an effective rate of only 1.2% (including debt
rates), are there really barriers to rehabilitation that these measures would remove?

•

Would this approach involve more or less administrative work for assessors?

•

Is it even feasible that realistic land values
could be established independently of the
improvement?

Alternatives for Committee Consideration.
1.

The Legislature could amend Section 71 of the

Revenue and Taxation Code to clarify that "portion" of
the property includes both land and improvements.
2.

If so, further amendments could be made which

specify to what degree land value increases (and inflationary increases in existing improvements) should be
captured upon new construction.

Additionally, amendments

could specify whether land value increases are to be
reflected in all cases, or only when the new construcC-14

tion constitutes a change in the use of the property.
3.

The Legislature could instead change Section 71

to provide that increases in land value are to be excluded
when newly constructed improvements are reassessed, consistent with the Board's interpretation.
4.

Measures could be enacted which exempt the value

of "rehabilitation" improvements from property taxation.
5.

Measures could be enacted which provide for

periodic revaluation of the land component of all properties,
irrespective of the occurrance of new construction.
6.

The current statutory definition of new construc-

tion could be retained, leaving at a stalemate the debate
between those who believe the Legislature intended some
land value to be captured, and the Board,whose rules
exclude from reassessment any land value growth.

III.

Summary Reappraisals of Multi-Year Construction
Projects
When the Task Force on Property Tax Administration

met during late 1978, it discussed the question of how
to value new construction that is completed in stages
over several years.

The Task Force recommended:

For property which is uncompleted on the lien
date, the value for additional new construction in the following year shall only be that
value added after the lien date. There shall
be no total revaluation of an entire property
upon completion if portions were valued as new
construction.
Although this position was opposed by the County
Assessors Association--which proposed that assessors
have a shot at revaluing the whole of the new construction
C-15

upon final completion--the Task Force maintained its
position, for the following reasons:
•

To go back and reappraise at the time of final
completion would be unfair to taxpayers who had
already received an increase due to partial new
construction.

•

Proposition 13 moved us away from the true value
concept; assessing only the amount of new construetion added each year is consistent with the intent
of the initiative.

Statute Requires Summary Reappraisals.

However, when

the Assembly Revenue and Taxation Committee confronted
this issue in drafting AB 1488, it rejected the reasoning
of the Task Force and opted for a complete reappraisal
upon completion of multi-year construction.

Section 71 of

the Revenue and Taxation Code in relevant part reads as

•

•

follows:
..• New construction in progress on the lien date
shall be appraised at its full value on such date
and each lien date thereafter until the date of
completion, at which time the entire portion of
property which is newly constructed shall be reappraised at its full value.
The Committee's purpose in enacting this provision
was as follows:
•

Summary reappraisals of multi-year projects
ensures that treatment of major commercial and
industrial developments will be similar to treatment of small construction projects completed within
one year.
C-16

•

Without final reappraisal of the entire newly
constructed portion of a property, assessors
would be almost forced to use the "cost" approach,
under which the sum of the parts may be less than
the whole.

There would be no opportunity to use

the "income" approach which assigns a valuation
based on the market value of the completed
development.
•

Since multi-year projects are typically in the
commercial or industrial sector, summary reappraisals
upon completion will help to prevent a shift in
total tax burden from the non-residential to the
residential sector resulting from the higher rate
of turnover in the residential sector.

Board of Equalization Instruction Departs from
Statute.

In November 1979, the BOE issued a letter to

County Assessors with the following instructions regarding
multi-year projects:
••• (C)onstruction in progress ••• is appraised at its
full value on each lien date until the date construction is completed. When completed, the newly
constructed property shall be reappraised at its
full value and that value enrolled as the base
value. The date of completion will determine the
base year.
If a construction project is completed in stages,
with some of the improvements available for occupancy prior to the completion of the total project,
base years and base year values can be separately
established for the completed portions without
re ard to the incom lete status of the total ro'ect.
emphas1s added
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Some assessors objected to the second paragraph
as being inconsistent with the first and contrary to the
intent df the statute.

However, the Board has maintained

its position and issued another letter to County Assessors
in May 1980 reiterating its earlier advice (see Appendix III).
The Board supports its position as follows:

Pro-

perties with multi-use components, each with separate
completion and occupancy dates, often have completed
sections which are put to their intended use separate and
apart from structures yet to be built.

To argue that

units in a shopping center which are occupied and open
for business should be subject to later appraisal because
other units are under construction is a

11

strained inter-

pretation" of the statute.
Court Challenge of BOE Rule.

In July 1980,

Alexander Pope, Los Angeles County Assessor, filed suit
against the Board

o~

Equalization alleging that the

Board's instruction in its May 1980 letter to establish
and sum multiple base year values (instead of a summary
appraisal on completion) is invalid and inconsistent
with the meaning and intent of Section 71 of the Revenue
and Taxation Code.
The complaint requests the court to declare that
the Board ruling on construction in progress should provi

that "any project that was originally designed,

engineered and completed within a reasonable period of
C-18

time as an integrated unit should be valued on a unitary
basis as of the date of completion, with completion date
being established as the date when the entire project is
substantially ready for use

11
•

A similar proposed rewording of

Section 71 was included for a time in SB 1260 (Sieroty) of
this session, but was amended out of the bill before its
enactment (see Appendix IV).
Alternatives for Committee Consideration
1.

The Legislature could clarify existing law

in Section 71 by specifically providing that summary
appraisals shall take place for all multi-year construction projects, using language similar to that
proposed in the L.A. County complaint and SB 1260.
2.

The Legislature could amend Section 71 to

provide that summary appraisals are not required for
multi-year construction projects in cases where separate
components with separate uses are completed and occupied
at different dates.
3.
issue

The Legislature could postpone action on this
pending outcome of the L.A. County Assessor's

court challenge.
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APPENDIX T
Proposed "Value Added" Procedure fo._t __Establishing New Base
Year Value for New

Constructed P

erties.

Recommended by Task Force on Property Tax Administration in
report to Assembly Revenue and Taxation Committee, November

1979.

I

a.

Determine the full cash value of the
real property on the date of completion
of the new construction.
(This will be
the same value applied if the property
were to change ownership on that date.)

b.

Subtract from (a) the hypothetical full
cash value of the real property on the
same date, as if the additions and/or
alterations had not taken place.

c.

The difference of (a) minus (b) is the
full value attributable to new construction
which shall be added to the existing base
year value of the real property (land and
improvements together) .
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APPENDIX 1I

AMENDED IN ASSEMBLY

29,

CALIFORNIA LEGISLATIJRE-1979-80 REGULAR SESSION

. I .

•

Assembly Constitutional Ame.ndment

Introduced by Assemblyman
. I

December 15,

REFERRED TO COMMITTEE ON REVENUE AND TAXATION

I

Assen1bly Constitutional Amendment
to . propose to the people of the
amendment to the Constitution of the ~tate, by ftffite&emrg
adding Scctioa i! ef Sectiop ·2.5 to Article
·
taxation.
I

LEGISLATIVE COUNSEL'S ·DIGEST

I

ACA 14,. as amended, Filante
limitation.
Existing .constitutional law, as revisep. by ·the addition
Article XIII A to the California Constitution,
valor~m taxes on real property to 1% of the
. such property, as defined. The Constitution proVJ;des
reassessment ofreal property when
This measure wo.uld permit the Legislature to exclude
the definition of 'newly consuucted real property"
renovation or rehabilitation of existing improvements
provide for periodic reassessment of the land cbmponent
. the real property, as specified pc·Ase ~ dcfrnitioa ef
eft5ft ~ es # relates .ffi i:m:pPoveffieats made
pPopePty.
.
Vote: %. Appropriation: no.
committee: no.
State-mandated local prograz:n: no.
:''

-"
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ACA 14

.-

1
2
3
4
5
·6
7
8
9
10
11
12
13
14
.15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34

35
36
37
38
39
40

Resolved by the Assembly, the Senate concurring, Thar
the Legislature of the State of California at its 1979-80
Regular Session commencing 011; the fourth day of
December, 1978, two-thirds of the members elected to
each of the two houses of the Legislature voting therefor,
hereby proposes to the people of the State of California
that the Constitution of the state be amended by
ftffi:t"nding &eefi.eft g ef Aft:i:eie X-HI Are rea&.
,
£E.G. ~ fttt The fttY ett5h -wHtte means tfie county
assessor's ¥a]uation ef re-al property ftS shown en the
1975;L+e ffi* l:riH under !.!.fuH eftSh value" er; thereafter, the
appraised ~ ef re-al property when purchased, newly
constructed, era change tn ownership has occurred aftet.
the ±976 assessment. All re-al property net already
assessed lift re the 1975t76 fttY CftSh wlue mttr eo
reassessed te reflect .tfta.t valuation. Fer purposes ef -this
section, the tefffi: "newly constructed" shall net include
re-al property which is reconstructed aftet. a disaster, ftS
declared ey the Governor, >vvhere the fair market -wHtte
ef s-ueft f"et%l roperty, ftS reconstructed, is comparable re
ffi fair mark-t -wHtte prier re the disaster.~ purposes ef
tffi:s section the Legislature mtty e-'telude frem the
definition ef "newly constructed re-al property" s-ueft
~ ef impro·rements ffi C*isting reftl property, ftS ill:ftY
eo speeifiee ay the Legislature.
W +he fttY CftSh ~base mttr reflect frem Ye1ff re
yettf the inflationary ftlfe net ffi e-'tceed g percent fe'F ftfty
gWen yeM er reduction ftS shown tn the consumer pfiee
~ & comparable tlata fo.f. the area undm= ta*ing
jurisdiction, er fftft:j' eo. reduced re reflect substantial
damage, destruction er e-ther factors causing a decline tn
value. adding Section 2.5 to Article XIII A, to read:
Sec. 2.5. Fr;r the purposes ofSection 2, the Legislature
nw.~ · exclude from the definition of "newly constructed
real property, any renovation or rehabilitation ofexisting
improvements, as deFined by the Legislature. The
Legislature may provide for a periodic reassessment of
the land component ofreal property, not to exceed every
five years or following a significant increase in pub~ic and
private construction in an area.
0

C-22

CALIFORNIA LEGISLA TURE---1979-80 REGULAR SESSION

ASSEMBLY BILL

=========-

No. 3176
..: = = = = = = = = = =

_Introduced by Assemblyman Filante
March 10, 1980

REFERRED TO COMMITTEE ON REVENUE AND TAXATION

•

An act to add Section 51.5 to, and to repeal and add Sections
70 and 71 of, the -Revenue and Taxation Code, relating to
taxation.
LEGISLATIVE COUNSEL'S DIGESf

•

AB 3176, as introduced, Filante (Rev. & Tax.). Taxation.
was adopted in
Article XIII A of the California
June of 1978 and revised various concepts relating to
assessment of real property. Existing law implementing
Article XIII A provides for a system of determining base year
values of real property and defining the terms used in Article
XIII A.
This bill would revise the existing system of determining
base year value of real property and would revise the
definition of "new construction ...
Vote: majority. Appropriation: no. Fiscal committee: no .
State-mandated local program: no.
The people of the State of California do enact as follows:
1
SECTION 1. Section 51.5 is added to the Revenue and
2 Taxation Code, to read:
3
51.5. (a) The base year value established pursuant to
4 Section 51 shall be revised for each lien date which is a
5 "trigger date," by revaluing the land component of each
99
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AB 3176
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1 · parcel of real property _to its full cash value as determihed
2 pursuant to Section llO of this coae. .
3
(b) For the purposes of this section, .. trigger date"
4 shall be the earlier of:
5
( 1) The lien date' five years subsequent to the last
6 reappraisal of the land value for the "bench-mark date,"
7 or
8
(2) The lien date subsequent to the date that the value
9 of public and private new construction completed after
10 the bench-mark date in the tax rate area, as defined in
11 this part, in which the property is situated, is
12 cumulatively over 50 percent of total assessed value of
13 such tax rate area on the ·bench-mark date.
14
·(c) For the purposes of this section, "bench-mark
15 date" shall mean lien date 1981 or any subsequent lien
16 date for which a reappraisal of land is made pursuant to
17 this section.
18
SEC. 2. Section 70 of the Revenue and Taxation Code
19 is repealed.
20
+G:- W "Newly constructed'' tffid ~ eonstFuetion"
21 means:
22
A:n:y addition f6 fflftl proper~y, whether ~ at'
23 impro·rements . (including fixtures), tTiftee H:te ~ H-eH

+±+

24 ~tffid

25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40

. ~ A:n:y alteration ef ~ at' ef ftfiY improvemen~
(including fixtures) tTiftee Hie ~ lteft dMe which
eons~itutes a major rehabilita~ion thereof at' which
eon·rerts H:te propeFty f6 a: different u-se:-f6t A:n:y rehabili~ation, renovation, at' modernization
which converts ftfi improvement at' fixture f6 H:te
substantial equivalent ef a ftew improvement at' fixture ts
a major rehabilitation ef such improvement at' fixture.
-fet Nohviths~anding H:te provisions ef subdivisions -fat
tffid -f&h where t'etM property hM aeen damaged at'
destro:;·ed By misfortune at' calamity, "newly
11- . l " ~-.l "
.,.
, .l--conscrucceu
_ttntt -fteW eonstruet:Ion
~ fl:et mean ftfiY
timely reconstruction ef H:te t'etM propert}', at' por~ion
thereof, where H:te property e:fre.t. reconstruction ts
substan!ially equivalent ~ H:te property pfte-r f6 damage
at' destruction. A:n:y reconstruction ef re-al property, at'
99 70
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•

•

AB 3176

1 portion thereof, which t5 fief substantially equivalent -te
2 HTe damaged ffi' destroyed property, sftaH ee deemed fe
3 ee new construction aftd effly ~ pm'tion which exceeds
4 · substantially equivalent reconstruction sftaH fta.ve a new
5 hftse Yefff .rvttltte determined pursuant -te £ection .J:..H}.b
6
SEC. 3. Section 70 is added to the Revenue and
7 Taxation Code, to read:
8
70. (a) "Newly constructed" and "new construction"
9 means:
10
(1) Any alteration_ of land which constitutes a major
11 rehabilitation thereof, since the last lien date, or
12
(2) Any addition
to
real
property,
except
13 rehabilitation, whether land or improvements, since the
14 last lien date.
15
(b) "Newly constructed': and "new construction"
16 shall not' include rehabilitation of· an existing
17 improvement.
18
(c) As used in this section, "rehabilitation" shall mean
19 any renovation, remodeling, or improvement of an
20 existing improvement that does not
either the
21 floor area, the height or the bulk of an existing structure
22 by more than 10 percent.
23
(d) Notwithstanding the provisions
(a)
24 and (b), where real property has
damaged or
' 25 destroyed by misfortune or
"newly
26 constructed" and "new constructio1,1"
not mean any
27 timely reconstruction of the real property, or portion
· 28 thereof, where the property after reconstruction is
29 substantially equivalent to the property
to damage
30 or destruction. Any reconstruction of
property, or
31 portion thereof, which is not substantially equivalent to
32 the damaged or destroyed property, shall
deemed to
which exceeds
33 be new construction and only that
· 34 substantially equivalent reconstruction shall have a new
35 base year value determined pursuant
Section 110.1.
36
SEC. 4. Section 71 of the Revenue
Code
37 is repealed.
38
++: +fie nssessor ~ determine
ftew ~ yetH'
property which
39 Yttftte. fffl' #te portion of ttft]" taxubl e
1 40 ~ beeR newly constructed. +fie ~
~of t-ftf.
~
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1 · Fem&in:deP ef ~ pFopeFty assessed, which tlffi ~:ffif
2 un:dergo n:ew eon:stPuetion:, she:H ~
changed. ~Jew
3 eon:stl'Hction: ift pPogress en: ~ lien: fte.te shftll ~~
4 appPaised ftt its ffiH ¥ftffie en: st:teft fte.te a:n:6 Cftefi Hen: t:~ftt.e
5 thePeafteP t:tn:ftl ~ dttte ef completion:, B:f which ffin:e Hie
· 6 en:tiFe poFtion: ef property which is n:ewly con:strt:tereE:i
7 shfHl
l'Cappraised ftt its ffiH •talHe.
8
SEC. 5. Section 71 is added to the Revenue and
9 Taxation Code, to read:
10
71. The assessor shall determine a new base year
11 value for any taxable real property upon which there has
12 been new construction by summing the following values:
13
(a) The full cash value of the new construction, as
14 defined in Section 70, excluding land, as determined
15 pursuant to Section 401. New construction in progress on
16 the lien date shall be appraised at its full value on such
17 date and each lien date thereafter until the date of
18 completion, at which time the entire portion of property
19 which is newly constucted shall be reappraised at its full
20 value.
21
(b) The base year value of any existing improvement
22 as determined by Chapter 1 (commencing with Section
23 50) of this part.
24
(c) The full cash value of land, as determined pursuant
25 to Section 401.

ee

ee

0
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APPENDIX III
STATf OF CALIFORNIA
GEORGE R. REitl

STATE BOARD OF EQUAliZATION

First District, Son Frar.o:::isc

1020 N STREET, SACRAMENTO, CAliFORNIA

ERNEST J. DRONENBURG, Jl
Second District, San Dieg

. BOX 1799, SACRAMENTO, CALifORNIA 95808)

WilLIAM M. llENNEl
Third District, San Rafo•

(916) 445-4982

RICHARD NEVIN
Fourth District, Posoden

May 8, 1980

KENNETH COR
Controller, Sacromen!
DOUGLAS D. Hi
Executive Secretm

No. 80/77
TO COUNTY ASSESSORS:

OONSTRUCTION nr PROORESS
!bard Rule 463 states: "New construction :in progress on the lien date
shall be appraised at its full value on such date and each lien date
thereafter until the date of completion, at vlhich time the entire portion
of property which is newly constructed shall be reappraised at its full
value." The rule further states that for purposes of this section, the
date of completion is the date the property Q£ portion thereof is available for use. Therefore, it is possible that when the constru.ction
project is completed in stages, with some portions available for occupancy
prior to the completion of the total project, base y2ars and base values
can be separately established for the completed portions -vlithout regard
to the incomplete status of the total project.

•

The assessor must use judgment in determining whether or not portions
of a project can be considered complete for purposes of base year
valuation. If the project is to be constructed LD distinct stages,
with portions being completed and available for use before the other
portions are constructed, then it is proper to assign a base year and
base value to the completed portions. If, however, the project is to
be constructed as a sLDgle facility and the entire improvement will
become available for occup~~cy vdthin a reasonably short period of time,
the total project will be handled as construction in progress until all
of the improvement is available for occupaDcy. In other -vrords, the
incidental occupancy of a portion of such an improvement would not trigger
the separate base year valuation of the occupied portion unless there vall
be a significant time delay before the balance of the improvement is
complete. vfuen a project is available for occupaDcy but is vacant simply
for lack of tenants it should be considered complete and its base year
value determined.
A special problem is created if a construction project comes to an
unscheduled halt for an extended period. Hhen there are rio definite
plans for continuation of construction i·.ri thin a reasonable period, the
project no longer qualifies as construction in progress and the assessor
should establish a base year value for the ne\vly constructed improvements without regard to their incomplete status.
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May 8, 1980

The following examples are intended to clarify the base year concept
when construction is not complete on the lien date.
Assume that a shopping center project is being built in
stages. One large anchor building and a wing of adjacent stores are
complete and occupied on the lien date. The master plan calls for the
construction of another anchor building and a group of peripheral
buildings in the next year. The completed improvements can be viewed
as an independent phase and a base year value assigned. On the other
hand, if the initial stage (the anchor building and adjacent stores)
is incomplete on the lien date, it should be valued as construction in
progress.
EXAMPLE 1:

EXAMPLE 2: Assume a high-rise structure has the first level complete
and the upper levels completed except for interior finishing on the lien
date. The plans call for the upper level to be finished as they are
leased. In this case the entire stru_cture, as it exists on the lien
date, should be given a base year and base value. The interior finishing
work ~fill be picked up as new construction on the date or dates of
completion.
EXAMPLE 3: Assume the first store in a commercial building that will
contain six stores is complete and occupied, but the other units are
under active major construction. Indications are that the work will
progress continuously for another few months until completion. Should
the assessor determine a separate base year val~3 for the occupied portion? In this instance the entire project should be treated as construction in progress until the basic structure is essentially complete.
Completion need not include interior finish as indicated in Exauple 2.
EXAHPLE 4:

A residence presents a somev1hat different t;;lpe of problem,

particularly recreational homes a.11.d 01.~ner-builder structures. As sometimes happens, assume an m·mer moves into his o-vmer-builder structure
before it is fully complete ~rith the intention of finishing it i'Thile
living there. Further assume that after a period of years the owner
still has not finished the structure. The valuation procedure now
becomes questionable. It is not proper to continue valuing this structure year after year as construction in progress. On the other hand,
the structure is technically incomplete. The assessor should use his
judgment and establish a base year and base year value when it appears
that the structure is "substantially equivalent" to a completed home
and is a livable unit. Finishing at a later date should be handled as
new construction.
Sincerely,

Verne Walton, Chief
Assessment Standards Division
VW:dg
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APPENDIX IV
Proposed Date-of-Completion Language in SB 1260(Sieroty)
June 12, 1980 version (later amendments deleted this language) .

•

SEC. 3. 7. Section 71 of the Revenue and Taxation
Code is amended to read:
71. The assessor shall determine the new base year
value for the portion of any taxable real property which
has been newly constructed. The base year value of the
remainder of the property assessed, which did not
undergo new construction, shall not be changed. New
construction in progress on the lien date shall be
appraised at its full value on such date and each lien date
thereafter until the date of completion, at which time the
entire portion of property which is newly constructed
be reappraised at its full value.
For purposes of this chapter, the date of completion is
the date the new construction is available for use. In
determining the unit where various components of new
construction are completed for different lien dates, any
development originally designed and completed within a
reasonable period of time as an integrated project will be
valued on a unitary basis.

•
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INTER-COUNTY EQUALIZATION ROLE
OF THE STATE BOARD OF EQUALIZATION
Issue
With the passage of Prop. 13, the State Board of
Equalization no longer equalizes county assessments or
publishes county equalization ratios. What should the
role of the State Board of Equalization be in the area
of inter-county equalization?
Questions
1. What is the current role of the Board in intercounty equalization under Prop. 13?
2. Can the Board adjust assessment levels under the
valuation restrictions of Prop. 13? Can any kind of state
equalization program work if the Board cannot adjust
assessment levels?
3. Can the Board develop accurate county assessment
ratios in the near future?

4. What kinds of activities is the Board currently
engaged in? Under what authority?
5. What types of activities is the Board proposing
to engage in--either administratively or as a result of
Board-recommended changes in statute?
6. How much is the Board spending on inter-county
equalization type activities? What is the cost-effectiveness
of these expenditures? Is there any way any Board findings
can be used to adjust state subventions?

7. Will a state monitoring system be more~ikely
to raise the level of local assessments or reduce them?
8. What are the Board's new data needs under Prop. 13?
Are these needs being met under current law?
9. What should the future role of the Board be in
inter-county equalization?

Legislative Options
1. Amend the Constitution to restore a workable
equalization program.
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2. Permit the proposed monitoring program to continue
(either by specific statutory authorization or by doing
nothing).
3. Modify the monitoring program (such as a limit
to special topical surveys only, or a limit to only
those properties where there is no legal dispute between
the assessor and the Board regarding the interpretation
of Article XIIIA or statute, or limit to those properties
still assessed at full cash value).
4. Eliminate the monitoring program (either by
statute or by a budget reduction) •
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assessment levels of locally and state-assessed
properties and varying the rate of the state tax
inversely with the counties' respective assessment
levels.
With the withdrawal of the state from the property
tax field in 1910, this function has assumed a less important role in the Board's operations. In recent years, the
Board of Equalization issued few intercounty equalization
orders.

In 1977, the last year of ratio finding by the

Board, the Board let stand an 18.1% assessment ratio in
San Luis Obispo County, a ratio well outside of the tolerance range which had long been used by the Board.

Trinity

and Yuba Counties also had ratios below 20% in 1977.

(See

1977 assessment ratios in Appendix I.)
Even though the Board was not active in adjusting
assessment rolls as Sec. 18 appears to require, the ratio
findings published by the Board were used to adjust state
aid, so that state aid formulae· which were based on local
property tax capacity did not over-reimburse these counties
with low assessment levels.

The ratio findings were used

as follows:
1. State equalization aid to school districts
(Ed. Code, Sec. 41200-41201)-- $1,532 million during
1976-77. This amount will increase with the passage
of the proposed school finance bill pending in the
Legislature.
2. Repayment of state loans to school districts
for capital outlays (Ed. Code, Sec. 41201) -- $112
million during 1976-77.
3.
Imposition of equalization aid offset (Winton
Tax) to school districts in counties with factors
greater than 1.000 (Ed. Code, Sec 41203) -- $25
million during 1976-77.
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4. State equali
(Ed. Code, Sec. 18771)

libraries
1976-77.

d
1

5.

Determination
the coun
are of
(Welfare and Inst Code, Sec. 14150) and
supplemental aid (Welfare
Inst. Code, Sec. 12400)
costs -- $519 million during 19 6-77.

~1edi-Cal

6. School dis
Sec. 15102).

ts (Ed. Code,

ct

7. Eligibility
state loans
capital
outlays of school districts ( . Code, Sec. 15721).
8. Allocation of taxes
most joint (intercounty) districts, including school districts, if
required by a county board of supervisors
(Revenue
and Taxation Code, Sees. 2131-2134).
There was a continuing controversy over the way the
Board arrived at a dete
ment ratios.

county assess-

Essentially the

s involved sampling

and statistical trending techniques.

Board appraisers

would re-value, for a past

a
coun

ties in a given county.
three years.)

of proper-

was visited every
sample,

By expanding the

an estimate was made of the Board's opinion

of the sample.

I

This was trended

the full

, then compared
was derived.

with the actual assessed value, and a
While there was some criti
techniques and sampling procedures,

both Board appraisal
or

tism of

the Board of Equalization-determined county assessment
ratios revolved around the third element in the Board's
process of determining the county assessment ratio--the
trending of values over a three
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riod.

As noted, the Board would derive a county assessment
ratio for the year it surveyed the county.

This ratio

was never used (or published) , as the assessment year
in question was before they finished their work.

There-

fore, the values determined by the Board had to be
trended forward for each of three years by the use of
various economic factors.
For example, in the fall of 1974, the Board would
find in County A a full value of $1 million, based on
its

sample assessments.

This was not used to determine

the county's 1974 assessment rates.

It was trended forward

to $1.1 million for 1975 and compared with actual assessed
value.

It was trended forward again in 1976 to $1.3 million

and compared with actual assessed value.

And it was

trended again to 1977 to $1.7 million and compared with
actual assessed value.
During the middle and late '70's, the economic
indicators used by the Board to trend values of property
became highly suspect and the validity of the assessment
ratios which were a product of trending became a major
issue.
As a by-product of the intercounty

equalization

program, the Board was in a position to uncover seriously
under assessed properties in each county.

It then could

bring these findings to the attention of the assessor and
other responsible authorities.

Data is not available as to

the effectiveness of such actions.
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Obviously, in any

situation where a great deal of money is at stake,such
as the determination of the proper level of assessed
value, it is desirable to have an independent audit.

Impact of Proposition 13.
With the passage of Prop. 13, the Board's intercounty
equalization program became inoperative.

•

No county assess-

ment ratios have been found for the years +978, 1979 or
1980.
Even if the Board had developed such ratios, Prop. 13
substantially curtails the uses to which the ratios could
be put.
Since assessments are now subject to Constitutional
controls, the Board cannot issue an intercounty

equaliza-

tion order raising all assessments (see attached Legislative
Counsel opinion, Appendix V) .
Ratios could still be used to correct the distribution of school aid and the local share of welfare payments.
However, since the state has taken over such a major share
of the costs of both programs (in AB 8 of 1979), the need
for such an adjustment in terms of financial impact has
been greatly reduced.

And because the tax rate is also

fixed by Prop. 13 (at 1% or less, plus bonds), any withdrawal of state funds due to a low assessment ratio would
penalize the children in school and not the assessor.
Even though the Board published no intercounty
equalization ratios in 1978-79, it spent $3,198,057 in
that year for its Division of Intercounty Equalization
(see Table 1) •
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TABLE 1
AMOUNT SPENT FOR INTERCOUNTY
EQUALIZATION ACTIVITY BY
BOARD OF EQUALIZATION
1977-78 THROUGH 1980-81
Year

Dollars Spent

1977-78

$3,149,706

1978-79

3,198,318

1979-80 (estimate)

2,011,057

1980-81 (budgeted)

1,975,277*

Source:

*

State Budget, BOE letter
(Appendices II and III}
For monitoring.

Monitoring
Recognizing that intercounty

equalization is no

longer feasible, the Board is interested in establishing
a property tax "monitoring" system in its place, and in
fact, sponsored unsuccessfully

legislation in the 1979

session to accomplish this.
Sometime in late 1979, the Board received budgetary
approval by the Department of Finance for its monitoring program.

This was then included in the Governor's

1980-81. budget as submitted to the Legislature.
However, the Board waited until substantially later
to attempt to secure statutory authority for the program.
Authority for the Board to enter into a "monitoring"
program was amended into AB 2136 (Dennis Brown) on
June 19, 1980, when the bill was pending in the Senate
Finance Committee.

AB 2136 was amended again on August 18,

at which time the monitoring program was deleted (see Appendix IV).
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The budget, which subsequently passed, included
money for this program, even though the statutory
authority had not passed.
This raises major questions:
1.

Why did the Board fail to introduce legis-

lation to implement this program in a timely matter
and submit i t to the policy committees of each house,

•

in view of the fact the program was formulated in

1979?
2.

Is the Board going to attempt to implement

the program without statutory authority?

It is our information that the Board is going forward
with the monitoring program based on approval of its
budget for that purpose.
In brief, the Board, through this monitoring program,

•

is planning to review approximately 1,000 assessments
per county selected at random.

Fourteen to fifteen counties

will be sampled each year, over a four-year period.

•

The Board's appraisers will appraise the property
and compare the results with the county assessor's appraised
value.

The results will be discussed with the assessor

who may ask for a re-review.
Board itself.

Results may be appealed to the

The taxpayer will be notified as to the

Board staff's concurrence or difference with the assessor's
opinion of taxable value after discussions are held with
the assessor and any protests are resolved.
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Upon completion of the foregoing steps, the Board
plans to issue a survey report.

According to a BOE

memo, the report is to "include a summary of the results
which will be used in measuring the degree of assessment
conformity achieved by the county assessor."

A copy of

the survey report is also to be made available to the
Board's assessment practices survey team.
The counties to be surveyed in 1980-81 are:
Alpine
Contra Costa
El Dorado
Glenn
Humboldt
Imperial
Kings
Mono
Orange
San Bernardino
San Francisco
San Luis Obispo
Solano
Stanislaus
Trinity
In addition, the monitoring program will include a
series of special topic surveys.

These special surveys

will address a single issue statewide.

For example, spec-

ial surveys of petroleum property and new construction and
construction in progress are on the drawing board.

Arguments for Monitoring
There are three major arguments in favor of the
Board's monitoring program:
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1.

The sampling of assessments and the special

topic surveys will provide data useful in policy
analysis.
2.

If property is under-valued by county

assessors, there is a local revenue loss and consequently a higher state cost for school support.

The

Board believes monitoring will provide a means to
pressure assessors to maintain proper assessment
levels.
If it were assumed that the counties were
enrolling their new values at only 90 percent of
the amount of value allowed under the law, local
government would be denied $85 million in added
revenues, of which $33 million would be denied
schools and would cause the transfer of $33 million
from the state's General Fund

for the first year,

with the undervaluing and corresponding drain on
General Fund monies continuing each year thereafter
until there is a subsequent change in ownership.
Further, to the extent that the assessor undervalues
all property subsequently added to the roll, the
amount is compounded each year.
3-

Monitoring provides a necessary safeguard,

an independent audit of the assessor's work.

Where

large amounts of money are at stake, it is customary
to have an independent review to guard against any
improprieties which might occur.
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Arguments Against Monitoring.
There are three major arguments against monitoring:
1.

Data can be obtained from assessors' offices

on request.

In fact, the Board has already instituted

a program to gather data from assessors
dix I).

(see Appen-

The data obtained from the 15 county sample

will not be useful in drawing statewide conclusions
for any given year.
2.

Many legal issues stemming from Prop. 13 and

the statutes implementing Prop. 13 are unsettled.
It is unfair to county assessors to have the Board
give them a poor "report card" because they are following their own County Counsel's interpretation of
Article XIIIA and related statutes rather than the
Board's interpretations.

The Board's view on these

legal issues may or may not be the approach ultimately
upheld by the courts.
3.

There is no way the Board can insure equali-

zation or proper assessment levels to protect the
State's fiscal interest in local assessments through
monitoring.

Assessments cannot be changed through

intercounty

equalization orders.

There is no way to

compute a "Collier factor" to offset State-aid payments, because all of the counties will not be monitored until 1983, and the trending needed to compute
a factor annually would be highly questionable.
Even if a "Collier factor" could be produced, the
reduction in State aid would only penalize children,
as there is no way to adiust tax rates to offset low
level assessments.
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In fact, an argument might be made that a monitoring
program might drive down assessment levels and cost the
State additional millions of dollars in added sdtool
support.

For example, this could occur if monitoring

forced some assessors to follow the Board's

i~terpretation

of the "new construction of multi-year projects" provisions
rather than their own interpretations which they believe
more closely parallel the intent of the Legislature in AB 1488.
(See New Construction section of this Briefing Book for
elaboration.)
Alternatives for Committee Consideration
There are several options available for the consideration
of the Committee to clarify the intercounty

equalization

role of the Board of Equalization:
1.

Amend the Constitution to restore a work-

able equalization program.

•

2.

Permit the proposed monitoring program to

continue (either by specific statutory authorization
or by doing nothing).

•

3.

Modify the monitoring program (such as a

limit to special topical surveys only, or a limit to
only those properties where there is no legal dispute
between the assessor and the Board regarding the interpretation of Article XIIIB or statute,or limit to those
properties still assessed at full cash value).
4.

Eliminate the monitoring program (either by

statute or by a budget reduction).
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APPENDIX I

TABlE 13-ASSESSMENT RATIOS, "COlliER FACTORS", AND COEFFICIENTS OF DISPERSION, 1977-?e
========:;=====;;==================;======r=,c=::c,:::=-.:.~:==

Assessmeut
"Collier factors" •
ratio
f - - - - - - - r - - - - - - r - - - - - - - - - r - - - - - - - - - - 1 Coefficients
Appraisal
0
_ _ _ _ _C_ou_n_ty.;__ _ _-;_;.:(pe_rce_n_t)-;f---1-'J7_:5,_b--+--1_'J7_6_b_-+_ _1_m
_ _ _+_3...:.-y_e_ar_av_e_r....;ag=-e-f-o_f_d__is..::pe_rs_io_n_+-_s_u::·~~-~--ar1
2
3
4
:5
6
7

----------+---+------+--~--t--____:_---+-----f-------+---------~-

.m

Alameda .......................................... ..
Alpine ................................................
Amador ........................................... .
Butte ..................................................
Calaveras ..........................................

24.2
24.3
2l.l
21.6
24.0

.996
.'J76
l.l13
.'J76
1.047

1.029
1.217
1.183
1.14:5

.950
.947
1.090
1.06.'5
.958

.'J74
.984
1.140
1.07:5
1.0:50

10
14
23
19
22

Colusa ................................................
Contra Costa .................................. ..
Del Norte ...................................... ..
El Dorado ........................................
Fresno ..............................................

21.9
24.4
24.2
24.2
20.4

1.06.'5
.946
.943
1.051
1.056

1.091
1.105
.966
1.041
1.046

1.0:50
.943
.950
.950

18
12
24
13
19

191'\l

1.127

1.069
.998
.953
1.014
1.076

Glenn ............................................... .
Humboldt ........................................
Imperial ........................................... .
lnyo ....................................................
Kern ..................................................

22.8
24.2
2:5.2
2:5.0
23.:5

1.047
.922
1.056
.961
1.016

1.135
l.llO
1.105
.966
1.068

1.()09
.950
.913
.920
.'J79

1.064
.994
1.02:5
.949
1.021

1:5
24
22
18

19'15
19'!5

33

l'J76
19'14

Kings.. ................................................
Lake ................................................ ..
Lassen .............................................. ..

23.6
21.8
23.3
21.3
23.3

1.06.'5
1.06.'5
1.144
.'J72
1.223

1.167
1.115
1.172
.913
1.120

.'J7:5
1.05:5
.987
1.080
.987

1.069
1.078
1.101
.988
1.110

16
16
30
17
21

19'75
1975
19','6
19'/8
1'J74

Marin ................................................
Merced ..............................................
Modoe ................................................

2:5.4
22.2
20.:5
22.9
2:5.6

1.038
1.260
1.033
1.138
1.113

.'J73
1.172
1.041
1.091
1.096

.906
1.036
1.122
1.004

.'J72
1.156
1.06.'5
1.078
1.036

7
2:5
19
13
27

1'J74
l'J7fi
l'J76
l'J74
l'J74

Mono ..................................................
Monterey ..........................................
Napa ..................................................
Nevada ..............................................
Orange ..............................................

24.5
22.6
26.7
24.0
2:5.1

l.ll3
.'J76
1.079
1.083
.932

1.077
1.206
1.046
1.105
J.024

.939
1.018
.861

1.043
1.067
.995
1.049
.957

16
18
10
13
11

l'J75
l'J75
l'J74
1'J74
l'J75

Placer ................................................
Plumas ............................................ ..
Riverside ..........................................
Sacramento ......................................
San Benito ........................................

21.2
22.7
24.1
2:5.1
23.0

1.004
1.000
1.060
1.06.'5
1.056

1.024

1.085
1.013
.954
.916
1.000

1.038

15
16
13
13
11

l'J76
l'J76
1974
l'J74
l'J75

San Bernardino ............................ ..
San Diego ........................................
San Francisco ..................................
San Joaquin .................................... ..
San Luis Obispo ..............................

24.7
24.6
23.9
22.0
18.1

1.008
1.02:5
1.056
1.016
1.042

1.063
1.004
1.091
.947
1.135

San Mateo ...................................... ..
Santa Barbara ..................................
Santa Clara ......................................
Santa Cruz ......................................
Shasta ................................................

23.6
26.:5
21.9
23.2
23.6

.965
1.176
.996
Ul51
1.000

1.194
1.091
.951
1.008

Sierra ................................................

Sonoma..............................................
Stanislaus ..........................................

23.8
23.:5
24.1
21.2
23.2

.961
1.065
1.008
1.000
1.079

1.029
1.041
1.068
1.11:5

.m

.954
1.085
.991

Sutter ................................................
Tehama ........................................... .
Trinity ..............................................
Tulare ................................................

25.0
21.2
19.6
24.4

1.069
1.093
1.074
1.051

1.008
1.046
1.0:50
1.120

.920
1.085
1.173
.943

Tuolumne ........................................
Ventura ........................................... .
Yolo ....................................................
Yuba ..................................................

20.8
2:5.1
21.7
19.9

1.079
.980
.992
1.074

1.183
.923
.933
1.050

1.106
.916
1.060
1.156

Statewide weighted average ......

23.0

~d~::.~~~~::::::::::::::::::::::::::::::::::::::

t::~aoc~n~·-::::::::::::::::::::::::::::::::::::::

~~~--::::::::::::::::::::::::::::::::::::::::::::

•n.e "'Collier factor"

.958

1.()82
1.0:50
1.100

.969

is derived by dividing the county's assessment ratio into the
statewide ratio.
b This is the "corrected r.ctor" which is certilled on or before May 7D of the foUowing
year as required by Section 1819 of the Revenue and Taxation Code.

.898

.958

.916

.990

1.032
1.010
1.052

19'16

1975
1975
1975

]975
1!'1"!5
1976

wr.s

1976

19':'5

.962

1.001
.988
1.036

1.045
1.271

1.003

14
11
21
17

1.149

29

l'J75
1'J74
1'J74
l'J76
1976

1.045
1.045
.999
1.017
.981

11
17
11
24
14

l'J75
l'J74
1'J76
1'J74
1974

.985
1.028
1.010
1.021
1.()62

37
17
11
11
14

1'J75
l'J74
1'J75
1'J76
1'J74

.999
1.075
1.099
1.038

10
16
19
14

1'J74
1'J76
1974
197:5

1.123
.940
.995
1.093

24
14
9
21

1'J75
1976
1976
1976

.931
.935

.'J7:5
.868

1.0:50
.991
.'J75
.966
.'J79

c The coefficient of dispenion relates to assessments for the lien date of the appraisal
survey year.
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I
2

3

I. LOCAL PROPERTY TAX MONITORING PROGR-\M
and Description

4

s

6
7

8
9

10
11

12
i3
14

15
16

17

•

. 18
19
20
21
22
23
24
25

26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41

42
43
44
45
46

47
48
49
50

51

52

Program

California taxpayers will paynearly S6 billion in property ta.xes to local governments in 1980-81 (the third year under the Constitutional provi~ion
which limits property taxes to no more t~.an 1 percent of ta:~:able value). Approximately 95 percent of tb.t.-s.e taxes will result from valuations based
on ad
property tax assessment>. made by 58 county a.<;SeSsors. To ensure equitabie treatment of all property ~payers, it is nee~ that a
agency provide direction, supervtsion. and review of local assessment practices. The objective of this program ts to bring about and ma.intMll
an acceptable deg:ree of both intracounty and intercounty conforn1ity to the law at a reasonable cost.
Property taxes levied on the assessed valu~ as found by the county assessor compnse a signtficant portion of the revenues collected to support local
government. With the tax rate hmits imposed by Proposition 13, as adopted on June 6, 1978, it is imperative that all counties ass..~ at the allowable
full value to main tam revenue for local services. A high degree of a~s-.."Ssment conformity in all counties is necessary so that the State will not oversubvent
to districts in some counties at the expense of those districts in counties complying more fully with the law. Traditionally, this Board program has
consisted of a field appraisal based upon a random sample of assessments selected from the local asse-..sment rolls of about one-third of the counties
each year. Appraisals of these selected properties were made and the full value of the: county estimated. If comparison of ~he tot.-tl as,.,=d v:~lue as
shown on the as.<.essmenl rolls with that derived by the sampling process produced a ratio of conformity of25 percent, it meant the county was in complete
conformity with the assessment laws; a ratio of less than 25 percent meant that counties were underassessing properties.
Because Proposition 13 altered the way county assessors perform their tl\Sks, the Board has revised its field audit so as to review the procedures
and evaluate the quality of the assessments enrolled on the local assessment rolls. The Board will conduct field appraisals of a randomly selected sampling
of assessments from 15 counties each year to see if reappraisals were made when a change in ownership occurred, or new construction took place, and
evaluate the extent to which proper values were enrolled, and whether other a~.-;essed values have be<!n changed as allowed by law.
The pa.ssage of A:;s.embly Bill 8 (Chapter 282, Statutes of 1979), which provides for the State's General Fund to make up the shortfall in funding
local government, has made the need for this monitoring program to determine the degree of statewide assessment confom1ity a necessity; hence, tb<:
thrust of the redirected program will be to develop measures, compile data, and publish results of the degree of conformity achieved by ~ch of the
58 counties ov.:r a four-year cycle. It is important to note that the State's General Fund will be overly taxed to fund public schools in those counties
with below average measures of assessed conformity. These samplings will be interfaced with the Assessment Practices Surveys (element a, Program
H).

Authority
Constitution-Article XIII; Education Code-Sections 41200-41206 and 84200-84206; Government Code-Sections 15605.5-15645, 5490054903.1; Revenue and Taxation Code--Division I (Parts 2, 3, 3.5, 10, 11, and 12); California Administrative Code-Title 18, Chapter I.

Program Requirements

7~79

79-80

80-81

Continuing program costs ................................... .
47.4
104.5
47.4
Workload adjustment ......................................... .
Totals, Program................................................
104.5
47.4
47.4
General Fund ............. ,......................................................................................................

Reimbursements ..................................................................................... :......................... .

b. Property
c. Appraisal

6
89.5
9

3.6
38.7

3.6

~.

S.l

a. Sample Selection and Full

lnput
Expenditures ......................................................... .

$3,198,318
J,JJ0,946
67,372

$156,767
2,753,170
288,381

$93,619
1,691,917
225,521

$1,975,277
1,975,277

S96,172
1,647,433
23!,672

e Estimates

Output

.

Because of the adoption of Proposition 13 by the voters on June 6, 1978, the previously/ reported measures of output that measure degree of confom1itv
and rehabtl!ty of the samplmg and csttrnatmg techmques have been made obsolete and new measurements have been developed. At least one completed
cycle will be needed before such reaiistic mea>ures of output can be projected in a eaningful way.

78-79
6

79-80

1978-79

3.6

$156,767

61
63
64
65
~

67
68

69
70
71
72
73
74
75
76
77
78
79
81}

81

82

87

1980-81
$1,975,277

A stratified random sample of properties is selected from the locally assessed roll in ;ne-fourth of the 58 counties each year. The appraisals of the
properties are compared with the assessors' enrolled values and work sheets to measure he extent to which the assessor is in conformity with the law
concerning assessed value and to estimate the amount of assessed value not enrolled.

61

86

1979-80
$1,922,836
88,221
$2,011,057
1,922,836
88,f21

Elements
a. Sample selection and full value estimates ....

53
S4
55
56
57
58
59
60

83
84
85

1978-79
$3,198,318
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1979-8p
$93,619

1980-81
$96,172

I
2
3
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b. Property Appraisal

4

s

6

7
8
9

10
11

12
13
14
IS
16
17
18
19
20
2l
22
23
24
25
26
27

28
29

m

31
32
33

34
35
36

37
38
39
40
41
42
43

Certified allpraisers will estimate the taxable values of approximatdy 4,000 individual properties in one-fourth of California counties in 1930-3!.
Us~ng professiOnal apprais.al procedures, they will impect. analyze. and value the properties in the sample. Th<! types of property appra:S<.-d include
residences, vacant lots, fanns and ranches. commercial and industrial enterpnS<.-s, oil ftdds, mineral properties and timberlands. as well as uns...~ur:od
property. All apprai'lllls are reviewed with the county assessor. Property of stgniftcant value that app..::ars to have escaped as;es.;mcnt is brought to the
assessor's personal attention for inclusion on the local roll.
In 1978-79, the triennial survey was accelerJted to a bi.:-nnial survey as a result of the o:li<;age of Proposition 13. Approximately 6,300 i;,dividU:l.l
properties were appraised in one-half of Olliforn1a's counties. In 1979-80, st;1ff reductions ;mposed upon the program placed it in a one-year
pattern" whereby only !,812 individual properties in six California counties could be appraised.

Output

1978-79

Number of apprais.als completed ....................................................................................... .
Market value of properties appraised {{)))) ..................................................................... .
Number of apparent escapes of over SlOO,{))) full value brought to as.se:ssor's attention

Input
Expenditures..........................................................

46

47
48

49
50
51
52

53

79-80

8()-81

89.5

38.7

38.7

1979-80
1,812
$1,494,000
40

1~1

4,100

s1,651,{)))
45

1978-79

1979-80

1980-81

$2,753,170

$1,691,917

$1,647,433

c. Apprais:ll Appeals
Assessors who do not agree with the appraisals may request reviews by the Office of Apprais.al Appeals (OAA) shortly after the Board's Property
Tax Department completes its appraisals of the sample properties. Members of the OAA staff review these appraisals, inspect the properues, intervtew
county and state property tax appraiS<!rs and identify the position each party takes m support of its estimate of value. An indep<:ndent appra;sc.J may
be made by OAA staff if neces.<>ary. The OAA staff prepares a written proposed Ending on each appeal<.'d appraisaL If either the county a:;'.essor or
the Property Tax Department is di<>."-3tisfied with the fmding>. either p:irty may request an OAA conference. The OAA staff prepares a final
which includes any new substantiating information the parties contributed at the conference. If either of the two contendmg parties is still
with the final findings, either may request a hearing before the Board of Equaliz.ation.
The objecuve of this office is to make findings and recommendatton> sufliciently supported so that time-consuming hearings before the Board are
minimized. The degree to which this objective is achieved is measured by the number of findings that do not go to Board hearings.

Output

1978-79

Number of apprais.als initially appealed by assessors......................................................
Number of OAA ftnal findmgs requested by etther party . ... ... ... . ...........................
Number of OAA final findtngs appealed to the Board.. ... ... . . ...... . . ....... ...............

~~~~~''"'d ·························································

78-,79

iII. COU;'\TY

44

45

78-79

6,281
$6,565,000
120

19f:
ASSESS~1E.t'lo'T

~

O

{
,

1979-80

1980-81

200

15{)

ISO

SO
20

(jJ

(jJ

15

15

!:,'";;,;;,

1979-80
$225,521

l9SIJ.-81
$231,672

STANDARDS PROGRA\!

Program Objectives and Description
Through this program the Board's Division of Asse<;sment Standards provides county a..-.ses.sors and t!:Jeir staffs with technical consult::.tio:12.nd
to aid them in the legal distribution of the tax burden among property owners. The establishing of standards and administration of leg?.t!y ,:on[c~::cc:lg
practices in all property assessments by the assessor's offtce arc the primary objectives of the program.

Authority
Government Code Sections 15606, 15608, 15624, and 15M0-15M5; Revenue and Taxation Code Sections 218.5, 251, 4()!.5, 452, 60!, 671-673,
1153, 1254, 5364, 5581 and 5781; Olltfornia Admini>trative Code--Rules 31, 101, 171, 202(b), 252. 282-283, 1042 and 1045.

54

55
56
57
58
59
(jJ

Program Requirements
Continuing program costs ....................................

Gcncr.U Fund ....................................................
Reimbursements ..................................

61

Program Elements

62

a.

63

b. Property tax forms and rules

64

c. Technical services ..........................
d Certiftcation and training ..........
e. Exemptions ·····"·····""··················· .........
f. Contract auditing services .............

65
66

67
6g

As~sment

practices surveys ..................

78-79

79-80

8(}-8]

1978-79

1979-80

1980-Sl

54.7
53

57.2
55.6
1.6

57.2
55.6
1.6

$1,652,185
1,592,284
59,901

$2,201,714
2,131,514

$2,266,847
2,/89,647

70,200

77,200

14.3
2.1

14.3
2.1
21.3
10.4
7.5
1.6

$453.968
60,209
585,H4
283,600
209,163
59,901

$640,627
75,944
776,559
374,106
264,278
70,200

$658,099
78,015
797,738
3H4,309
271,486
77,200

1.7

13.4

2.1
20.4
9.7
7.4
1.7

21.3
!0.4
7.5
1.6

69
70
71
72

73
74
75
76
77

78
79

80
81
82
83

84
85
86

87
88
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APPENDIX III
STATE OF CALIFORNIA
GEORGE R. REillY

STATE BOARD OF EQUALIZATION

First

1020 H STREET, SACRAMENTO, CALIFORNIA

Di~lrict,

Sen Frondsco

ERNEST J. DRONENBURG, JR.

(P.O. BOX 1799, SACRAMENTO, CALIFORNIA 95808)

Second District, Sen Diego

WilliAM M. BENNETT

(916) 445-1516

Third District, Son Rafael

RICHARD NEVINS
Fourth Distrltl, fle~stt.f~MC!

KENNETH CORY
Controller, Sacramento

June 6, 1980

RECEJVED
JUN 6 1980
PROP. TAX ADMIN
State Board of EqualizatiOn

TO COUNTY ASSESSORS ONLY:

PROGRAM STATEMENTS

On May 21, 1980 the State Board adopted the program statements
(copies attached) redirecting certain property tax programs. These
programs include local property tax monitoring, assessment practices.
surveys, and special topic surveys. 'Ihe redirected. programs will be
operative on J~y 1, 1980 in accordance ruth the 1980-81 State Budget
Act.
When the State Board adopted the statements, they directed the staff
to meet with assessors and to apprise the Board of any constructive
suggestions or alternatives. Accordingly, we ask that you review
these statements. Verne Walton and I will be prepa~ed to discuss
them with you at the Morro Bay assessors' meeting on June 17 - 18, 1980.
Sincerely,

~-~~

Assistant Executive Secretary
Department of Property Taxes

GPA:sk
Enclosure
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DOUGLAS D. SEll
Exe<:ulive Secretary

GAO

80/4

May 21, 1980

LOCAL PROPERTY TN< HONITORING PROGRJ\!1

Introduction
Prior to the addition of l~ticle XIII A to the California Constitution
in June 1978, there v.Jere three techniques available to rronitor the
effectiveness of the property tax admillistration in the 58 California
counties. At the local level the assessment appeals boards a'l.d the
county boards of equalization guarded against the assessments going too
hirp. At the state level the State Board of Equalization used its
assessment ratio function to me.asure and correct defects in the average
assessment level. Further, the Board's assessment practices surveys
monitored the intracounty function and the individual assessor's
assessment practices. The counties also had the option to raise tax
rates to compensate for reduced assessments.
When Article XIII A was approved, the tracking system, lvhich was used to
follow the assessment levels and had been develored by the Board of
Equalization over a pericxl of years, was made in~ffective; and the
process v7hich had been used to correct defective assessments became
inoperative. The former test of value no longer applied, except under
certain conditions involving particular types of changes of O'Nnership
and certain new constT'Uction. Tne assessor 1 s vlorkload co'J.ld no longer
be as Hell planned nor as effici0-~'t because properties requiring reappraisal ~>Jere now randomly scattered throu,r;hout the co'.L'1ty. Tne assessor's
staff had been reduced in most counties or suffered an erosion of
qualified talent. The option pen;Utting the counties to raise the tax
rate to compensate for lO'"'Jer assessrrr2nt levels was eliminated, and th:;
artificial definition of value has
major distortions in tax
obligations arrong taxpayers in similar homes.
Subsequent legislation and litigation ffi:'ldc effective adrnmistration of
the property tax extrernely difficult. In 1979 the Legislature enacted
Assembly Bill 8, which provided a formula for sharing the revenues from
the property tax as reduced by Article XIII A. Asserr,bly Bill 8 provides
for the State's General Fund to Ifrike up most of the shortfall in fQnding
local government and public schools on- a continuing basis. Although local
government (cities,
, and
districts) received the g-reater
share of the proceeds
the proper·ty tax, it was not enouf)l to rra.kc up
the full loss imposed by the voters. Not only was the tax base drastically
reduced and the growth in assessed values r~stricted, but the tax rate was
limited to one p-2rcent of the taxable value. For every $100 of
undervaluation local p;overnment will lose $1 in tax revenue.
After Article XIII A and Assanbly Bill 8, Cnapter 282, Statutes of 1979,
were approved, schcx:>ls received a lovJer percentage of the total property
tax revenues. In 1979-80 schools received only 38 percent of the total
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pruperty tax revenues compared to 51 percent before Article XIII A. The
school
were able to pass much of their revenue loss on to the
State's
Fund. Legislation
forth revenue remedies for
school districts requires the State to make up any shortfall in school
district revenue below a district's reve.'1ue guarantee under Assembly
Bill 8. Therefore, if the local roll is undervalued, the county \-.Till
not be
the revenues that ·they are entitled to under the law
and the State will pay more than it should to the school districts from
the State's General Fund. A one percent undervaluation statewide with
a full
base of $531 billion ffiP~ns thBt the State will pay $20 million
per year more than it should.
This envirunment of inequity, understaffing, and uncertainty as to the best
way to proceed in performing the assessing function has made a stateadministered
property tax monitoring system a necessity to ensure
that the tax be administered in the most efficient manner possible. To
carry out its constitutional mandate and statutory duties the Poard \.Jill
shift from measuring full values and assessment ratios for each of the 58
counties to measuring the degree to which each county assessor confoms
to the assessment laws that were adonted to internret and imnlement the
provisions of Articles XIII A and XIII B as provided by Prop;sition 13,
adopted by the voters in June 1978, and Prcrposition 8, approved in
November 1978. This redirected program will be implemented on July 1,
1980, thruugh the use of local property tax monitoring surveys as
described in
following:
Sampling

•

County Assessments

A sampling
about 1,000 assessme11ts selected at random from each of the
58 coUJ~ty assessment rolls will be made over a four-year period as shovm
in the attached schedule. These samplings, which will cover a survey of
14 or
counties each fiscal year, will be stratified from the assessor's
roll by
to assure adequate represeJitativeness of the assessments
within the coUJlty. Assessments identified from an assessor's records
will be classified into four categories: (l) those with a reappraisal
caused by a change in ownership since March 1, 1975; (2) those with new
construction that r..;as added to base year value; ( 3) those with neither
change in ownership nor new construction; and (4) those properties not
coming
of Article XIII A (e.g., open space, timber
preserve zone, etc ) . Assessments falling into each of the four
categories are
reduced by another random selection to about 75
ite."TTS
each category. Each of these 300 sample items is then subjected
to a field
process to ascertain if the Board's staff concurs with
the
s determination of those falling within the first three
classifications. Field review includes the following steps:
l.

If a change in ownership caused a reappraisal, is the value
used by the assessor reasonable? If not, what was its
appraised value at the time it transferred? (Category 1)
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2.

If new

added by the
vJas added by
the assessor
not, what should

3.

4.

If the property
what is its

5.

In
the
assessor reflect

of Article XIII A,
incidences, did the
not, and if
(Prop:>sition 8)

Discussions of
to an assessor
r~vlew and
su_rvey. If an assessor does
ask
a re-reviav by

discussion
not concur with any
stating the objection

discussion on each
to the facts
to the

If, after the
property, the
affecting the
.Poard. Tnis
described
Taxpayer

property ovmer
taxpe.yer vJill be
<>r>,-=>nf"'P \•li th the
are held

\.J'nen the
will be
advised as
assessor's opinion
with the assessor and
Survey Results

will be prepared.
used in measuring
cow1ty assessor.
of s"hortcornings and
v1ill lY3 provided to
needed to support its

revenue
the assessor"
conclusions.

to the BoCL.-nci' s
assessments and the
te,:un in evaluat1J1[';

A copy of ·the survey

assessment practices
be

the ovePall
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LOCAL PROPERTY TA'< MONITORING PROGRAM

1980-81

1981-82

1982-83

1983-84

Alpine
Contra Costa
El I.:brado
Glenn
H1.ll11l:x:>ldt
Imperial
Kings
Mono
Orange
San Bernardino
San Francisco
San Luis Obispo
Solano
Stanislaus
Trinity

Butte
Fresno
Inyo
IDs Angeles
Marin
Mendocino
Merced
t-bdoc
Placer
Santa Cruz
Siskiyou
Tuolumne
Yolo
Yuba

Amador
Del Norte
Lake
Lassen
Mariposa
Monterey
Napa
Plurras
Sacramento
San Benito
San Hateo
Santa Barbara
Sutter

Alameda
Calaveras
Colusa
Kern
!-ladera
Nevada
Riverside
San Diego
San Joaquin
Santa Clara
Shasta
Sierra
Sonol'TB
Tehama

Tulare

Ventura

•

Department of Property Taxes
May 21, 1980
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May 21, 1980

ASSESSMENT PRACfiCES SURVEYS

Introduction
The assessment practices surveys are being redirected and augmented,
effective July 1, 1980, to make them rnore responsive to the rapidly
changing property tax assessmo.._..nt practices and to provide the &:>ard,
legislature, and the assessors with data and guidance necessary to
improve the quality of assessments and to ensu..Y>e use of efficient and
effective assessment systems.
Content
Surveys Hill devote considerable attention to the implementation of
Article XIII A (added by Proposition 13, June 1978, a~d a~1ded by
Proposition 8, November 1978); the implerrenting and interpretative
legislation; and the Board n..tles, manuals, and letters to assessors.
In addition to concentrating on the individual assess~t systems, the
surveys Hill single out some of the rrore innovative applications for
comment and will note areas where it is determined trat the assessor
has achieved a high degree of excellence.
The assessment practices SLL"'Veys will provide a more balanced evaluation
of the county's total assessment system tha~ the surieys conducted in
the past. These surveys will also reflect the results contained jn the
separate local property tax monitoring smveys.
Frequency
Surveys will be completed on a four-year cycle rather th:"ln the six-year
pattern as in past years to JTB.ke the surveys more responsive to the
presently fluid na·ture of assessment lm·7. Since a county assesso-f' is
elected for a four-year term, the former six-year cycle resulted in many
assessors not being s'.lrveyed during their first full tem in office.
Attached is a table which sho'tlS the sequence of the counties to be
surveyed over the next five years.
Use of l.Dcal PropertY Tax 1·1orlitorinB

Surv~y.s

The assessmo-nt practices survey teams will be provided with a more li1-depth
evaluation of the actual performance of the assessment system through the
use of local proJ?P-rty tax monitoring surveys. 'Ihey will be scheduled for
completion just prior to the start of the assessment practices surveys and
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will be sufficient in size and scope to measure the assessor's degree of
conformity in such areas as change in ownership reappraisals, new
construction, base year determination, and on assessments not covered
by Article XIII A (open space, timber preserve zone, etc.).
The assessment practices survey will generally be completed within 18
m:mths after the local property tax monitoring survey is started. This
time frame is needed to assure the completion of all local property tax
monitoring survey work prior to starting the assessment practices survey.
Special Topic Surveys
Even with the four-year cycle for completing assessment practices surveys
there will be a need to observe certain phases of the assessment system
more frequently. These issues will be addressed by means of "special
topic surveys" that will be restricted in scope to a single subject yet
extended in coverage to include all affected counties at a single point
in time. These special topic surveys will be interfaced with assessment
practices surveys to provide the coverage the Board deems necessary to
effectively monitor local assessment practices. Practices covered in the
special topic surveys still in need of correction will be noted and
commented upon in the assessment practices surveys.
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ASSESSHENT PRACI'ICES SURVEYS
(Arranged Alphabetically by Year)

1980-81

1981-82

Alameda
Colusa
Del Norte
Kern
lassen
l"adera
Mariposa
Nevada
Plurras
Riverside
San Joaquin
Santa Clara
Shasta
Sonorra
Teharra

Alpine
Contra Costa
El Ibrado
Glenn
Humboldt
Imperial
Kings
Mono

1982-83

Butte
Fresno
Inyo
Los Angeles
t·1arin
P.terced
Y.tendocino
l·kxloc
Orange
Placer
San Bernardino Santa Cruz
San Francisco
Siskiyou
San Luis Obispo 'fuolumne
Stanislaus
Yolo
Yuba
Solano
Trinity

1983-84

1984-85

Amador
Del Norte
Lake
lassen
Mariposa
Monterey
Napa
Plum3.s
Sacramento
San Benito
San Hateo
Santa B3rbara
Sutter
Tulare
Ventura

Alameda
Calaveras
Colusa
Kern
Madera
Nevada
Riverside
San Diego
San Joaquin
Santa Clara
Shasta
Sierra
Sonoma
TehanB

Department of Pruperty Taxes
May 21, 1980
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SPECIAL TOPIC SURVEYS

Introduction
Assessment practices surveys are limited to one county and are made for
all counties over a four-year perioo. Due to changes in assessment laws,
court decisions, and changes in the econorey, certain assessffi"'Jlt practices
areas must be studied on a rrore timely and statewide basis. These needs
will be satisfied through the completion of "special topic surveys."
The principal purpose of these surveys is to focus on a single topic like
"Williamson Act Properties" or nl"Blldatory Audits" and pursue it in various
degrees of depth throughout the state at a single point in time. There
are several conditions that could determine whether a particular topic is
selected for study. The area may be one that is a matter of concern to
the Legislature, to the Board, or to the assessors. Since the issue is
topical, it will cover several, if not all, counties; and the analysis
and data will be provided on a timely basis. These surveys, due to their
limited scope, are not a substitute for the regular assessment practices
surveys; rather they are an augmentation to those surveys.
The conduct of these special surveys will
described below.

foll~~

a prescribed plan as

Topic Selection
Topics will be identified on an ongo1ng basis as candidates for these
special surveys. vJhere the Board feels it needs more information on
either data or methodology to carry out its property tax administrative
duties, a survey may be undertaken. Current issues before the Legislature
could also trigger the selection of a particular topic. The identification of a particular proble.'TI area that is recurring in rrBny of the
assessment practices surveys may also give rise to a special survey.
The assessors could also be the source, especially where they feel the
need of a comparative aDalysis on a particular aspect of assessment
practices.
Regardless of the soCLnce of the topic, it will be clearly identified
together with the reason for its being a timely topic of statewide
concern or interest. At the time the topic is described the actual
audience to whom the survey will be directed will be identified.
Scop::

Following the identification of a topic, the scope of the survey will
then be delineated. The survey may be limited to data collection alone,
expanded to include appraisal methodology or office procedures, or
extended to include actual performance measures. 'Ihe scope of the
D-25
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survey will be approved prior to the start of any work. The assessor will
be required to provide only that information which is necessary and germane
to the survey.
Methodology and Resources
The particular methodology to be employed during the conduct of the special
survey will be planned in advru!ce. Any one or combination of techniques
rray be employed, depending up::m the topic and its scope. Research into the
literature or information available in other agencies will usually be
employed in most surveys. The extent of this survey technique will vary
widely from survey to survey.
The questionnaire technique will norrrally be employed vlherever data are to
On some surveys the questionnaire will be directed to the
assessor for self-reporting. In other instances the questionnaire v1ill be
filled out by the survey staff in consultation with the assessor. A combination of both forms of questionnaire techniques \vill be employed in
selected instances.
be gathered.

Office audits will be employed in those cases \vhere the scope of the topic
extends into the question of performaJ1ce. By examining office records and
appraisal records added data can be gathered. Under certain circurrLstances
the audit could be extended into the field so that the SLL~ey staff cotlid
inspect the subject properties to evaluate the quality of data, correctness
of procedures, and the quality of perfonnance.
Hand in hand with the selection of the survey techniques will be the
identification of the resource needs to conduct the survey. Both the
type and cost of staff will be documented.
Final Selection
Given the statement of the topic, the scope of the survey, the proposed
methodology for conducting the survey, and the staffing requirements, the
Property Taxes DepartTrBnt \vill evaluate the merits of conducting the
survey. The proposal for> the selected survey will then be reviewed by
the Boclr<l through its Local Property Taxation Committee for final
selection for inclusion and ranking with other pending sm'veys.
Canpleti5m and Review Procedure
A special topic survey coordinator will direct the course of each survey
thi'ough the "final selection" stage, assigning it to one or mor>e staff
members for execution, and coordinate the review function. All special
surveys will be reviewed by appropriate staff within the Property Taxes
Department and the Legal Section where applicable. Other agencies that
rray be involved nay also be included in the review process.
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The surveys will not be revie~~d by the affected assessors prior to the
release, except under special circumstances. If there is to be some
extensive discussion of the practices of a certain county or incorrect
practices are to be cited for particular counties, the assessor involved
will be given a copy of the material pertaining to that county alone for
review and comment prior to its final inclusion in the report.
Distribution
Distribution of the surveys will depend upon the topic, the audience to
whom it is directed, the scope of the survey, and other related factors.
The tentative distribution will normally be addressed at the time the
topic is identified and the scope of the survey is delineated. In every
case, the distribution will include the Board and its appropriate staff,
the assessors whose counties are included in the survey, and the President
of the California Assessors' Association. Copies rray be filed with the
Legislature, the State Library, and the Office of the Legislative Analyst.
A~ adequate supply will be retained to respond to requests from interested
parties and the general public.
Survey Responses
Since these surveys do not come ~~der the general provlslons of the
assessment practices surveys, no response will be required from the
recipients of the special surveys, except v.1hen the Board determines
a need for more timely reaction. To the extent that parts of these
special surveys become integrated into the regular assessment practices
s1~eys the response mechanism contained therein would come into play.
Enforcement
As these strrveys turn up instances of ineffective, incorrect, or improper

practices in individual assessors' offices, enforcement of the resultjng
recommendations may take any one of three forms.
First, the results of these surveys will be interfaced with the assessment
practices surveys. Any problems noted in the survey will be reviewed
again, and areas where corrections or improvements have not been impleme;nted will be comrnented on in the assessment practices surveys with
appropriate recomm~~dations.
Second, the Board may decide to follow up a survey that disclosed special
problem areas, with a second phase on the same subject at a later time.
The second survey would focus on compliance with the areas documented in
the first survey. A third possibility could be court action to bring the
individual county or counties into conformity with either the laws or the
Board's rules if the assessor, after notification and after a reasonable
period of time, fails or refuses to comply.
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19, 1980
11, 1980

MAY 21, 1980
CALIFORNIA LEGISLATURE--1979-80 REGULAH SESSION

No. 2136

Introduced by Assemblymen Dennis Brown and Mountjoy

23, 1980

REFERRED TO COMMITTEE ON REVENUE AND TAXATION

An act to amend Sections 862 and 17204 of, and to add and
repeal Article 0.5 (commencing with Section 1800} of
Chapter 2
3 of Division 1 of, the Revenue. and Taxation
Code, relating to taxation, and declaring the urgency thereof,
to take effect immediately
LEGISLATIVE COUNSEL'S DIGEST

•

AB 2136, as
D. Brown (Rev. & Tax.). Property'
taxatioa. peaalties Taxation.
Under
law, certain
is assessed for property
tax purposes by the
Equalization, and such
state assessees are required to
annual statements of their
property holdings. To the extent that property escapes
assessment
of inaccuracies in such statements, the
board is
to apply a 10% penalty to the assessment,
reason for the inaccuracy.
would permit the board, upon application by the
assessee, to waive the penalty if good cause for that inaccuracy
can be shown.
The existing
tax law authorizes a

96 30
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deduction for specified taxes. However, taxes assessed against
local benefits of a kind tending to increase the value of the
property assessed are not allowed as a deduction.
This bill would provide that charges or taxes imposed for
fire suppression and police protect ion, as specified, shall be
deductible in computing the personal income tax.

Under existing law, the State Board of Equalization is
required to make appraisal surveys not less often than
triennially to determine the statewide average assessment
ratio of all taxable property in the state. Moreover, under
present law, the State Board of Equalization is required not
less often than every 6 years to make assessment practices
surveys in every county and city and county to determine the
adequacy of procedures and practices employed by the
county assessor in the valuation of property for the purposes
of taxation and in the perlormance generally of the duties
enjoined upon the assessor by law.
This bill would provide a temporary revision of these
requirements to permit the board to gather information
concerning the assessor's practices and assessment conformity
under Article XIII A of the Constitution and implementing
legislation.
Tlw bill would take effect immediately as an urgency
statute.
Vote: majority%. Appropriation: no. Fiscal committee: yes.
State-mandated local program: no.
The people of the State of California do enact as follows:
1
SECTION 1. Section 862 of the Revenue and Taxation
2 Code is amended to read:
3
862. When an assessee, after a request by the board,
4 fails to file a property statement or files with the board a
5 property statement or report on a form prescribed by the
6 board with respect to state-assessed property and the
7 statement fails to report any taxable tangible property
8 information accurately, regardless of whether or not this
9 information is available to the assessee, to the extent that
10 such failures cause the board not to assess the property or
11 to assess it at a lower valuation than it would have had the

96
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1 property
2 property
3 and a
4
5

6
7
8
9
10

11
12
13
14
15
16
17
18
19
20
21

22
23
24
25
26
27

28
29
30

31

32
33

34
35

36
37

38
39
40

accurately, the
with Section 864,
shall be added to the
additional
failure to report or the
failure to report
is willful or fraudulent, a
penalty of 25 percent
added to the additional
assessment. If the assessee establishes to the satisfaction of
the board that the failure to file an accurate property
statement was due to reasonable cause and occurred
notwithstanding the exercise of ordinary care and the
absence of willful neglect, the board shall order the
penalty abated, provided, the assessee has filed with the
board written application for abatement of the penalty
within the time prescribed by law for the filing of
applications for assessment reductions.
SEC 1.5. Article 0.5 (commencing with Section 1800)
is added to Chapter 2 of Part 3 of Division 1 of the
Revenue and Taxation Code, to read:

Article 0.5.

Duties of

Board of Equalization

1800. To enable the board to perform its duties under
this article and Sections 18 and 19 of Article XIII of the
State Constitution, the board shall make surveys in each
county to measure the degree of assessment conformity
with state Ia w. As a basis for this determination, the board
shall ascertain the base year and taxable values of a
sample of locally assessable property sufficient in size and
dispersion to insure an adequate representation therein
of the several classes of property throughout the county.
The board shall for such purposes have access by its duly
authorized representatives to all records, public or
otherwise, of any county assessor.
1801. In order to verify the information furnished to
the assessor of the county, the board shall audit the
original
ofaccount of any person owning, claiming,
possessing or controlling property included in a survey
conducted pursuant to this chapter when the property is
of a type for which accounting records are useful sources
appraisal data.

96
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As used in this article. the phrase "locally
assessable propf'rty" means nil property required by
Section 601 to be assessed by the county assessor, except
personal property which is cl.1ssificd by law for the
purpose of assessment or taxation at a diHerent
percentage of its full value than is applicable to real
property.
1803. After commencment of a survey in any county
pursuant to Section 1800, the board shall notify the
assessor of the county of its preliminary findings. Upon
completion of field work, the board shall notify the
assessor of the appraised values the board found.
1804. After notific:c1tion of the appraised values found
by the board, the assessor ma_v examine and discuss such
appraisals with the board's :1ppraisers. A written report
on each appraisal discussed with the board's appraisers
shall be mailed or delivered to the assessor specifying any
adjustment to or modification of the appraisal resulting
from the discussion. The bo:1rd shall establish an appeals
procedure for adjustment of any appraisal examined and
discussed with the board's appraisers. After completion of
discussion and appeals procedures, the board will notify
the assessee of its final value conclusion.
1805. The board shall periodically conduct assessment
practices surveys in each county and city and county to
determine the adequacy of the procedures and practices
employed by the county assessor in the valuation of
property for the purposes of taxation and in the
performance generally of the duties enjoined upon him
by law. The board shall repeat or supplement each survey
at least once in four years.
1806. Whenever the board determines a necessity, it
may also conduct statewide surveys limited in scope to
specific topics, issues, or problems requiring immediate
attention.
1807. As the surveys conducted pursuant to Sections
180:5 and 1806 are completed, copies of survey reports
shall be filed with the Governor, Attorney General, and
with tl1e assessors, the boards of supervisors, the grand
juries and the assessment appeals boards of the counties
1802.

2

:1
4

5
6

7
~

9
10
11
]2
13
14

1:3
W
17
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36
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34
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37
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to which they
opening day of each
regular session,
the Senate and Assembly. In
addition, the board
a confidential report with the
assessor containing matters
to personnel.
1808. Within a year after receiving his copy of a
survey report conducted by the board pursuant to
Section 1805, the assessor shall file with the board of
supervisors a response indicating the manner in which he
has implemented or intends to implement, the
recommendations of
survey report with copies of
such response being sent to the Governor, the Attorney
General, the State Board of Equalization, the Senate and
Assembly, and to the grand juries and assessment appeals
boards of the counties to which ti1ey relate. No response
is required to the survey conducted pursuant to Section
1806.
1809. This article
be operative until june 30,
1983, and shall be repealed as ofJuly 1, 1983, unless a later

enacted statute extends
operation of this article.
SEC. 2. Section 17204
the Revenue and Taxation
Code is amended to
17204. (a) Except as otherwise provided in this
section and Section 17205, the following taxes and
assessments shall be allowed as a deduction for the
taxable year within
paid or accrued:
( 1) State and local, and foreign, real property taxes,
less any amounts received from the state pursuant to
the authorization contained in Section 1d of Article
XIII of the Constitution;
( 2) State and local personal property taxes;
( 3) State and local general sales taxes;
( 4) State and local taxes on the sale of gasoline,
diesel fuel, and other motor fuels;
( 5) Standby or availability charges or special taxes
for fire suppression and police protection services
imposed pursuant i:o Chapter 397 of the Statutes of
1979; and
In addition, there shall be allowed as a deduction state
and local, and foreign, taxes not described in the
preceding sentence which are paid or accrued within the

96
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1 taxable year in carrying on a trade m husiness or an
2 activity described in Section 17252 ( rebl ing: to expenses
3 for production of income).
4
(b) For purposes of this section and Section 172055
( 1) The term "personal property ta>:" means an ad
6 valorem tax which is imposed on an annual basis in
7 respect of personal property, and for the purpose of
8 allowing a deduction under this part, indu(1es; but is not
9 limited to, fees imposed as an excise tax under Section
lO 10751 of the Revenue and Taxation Codf;.
11
( 2) (A) The term "general sales b:1x ' means a tax
12 imposed at one rate in respect of the sale at retail of a
13 broad range of classes of items.
14
(B) In the case of items of food, clothing, medical
15 supplies, and motor vehicles16
( i) The fact that the tax does not apply in respect of
17 some or all of such items shall not be taken mto account
18 in determining whether the tax applies in respect of a
19 broad range of classes of items, and
20
( ii) The fact that the rate of tax applicable in respect
21 of some or all of such items is lower than the general rate
22 of tax shall not be taken into account in determining
23 whether the tax is imposed at one rate.
24
(C) Except in the case of a lower rate of tax applicable
25 in respect of an item described in subparagraph (B), no
26 deduction shall be allowed under this section for any
27 general sales tax imposed in respect of an item at a rate
28 other than the general rate of tax.
29
(D) A compensating use tax in respect of an item shall
30 be treated as a general sales tax. For purposes of the
31 preceding sentence, the term "compensating use tax"
32 means, in respect of any item, a tax which33
( i) Is imposed on the use, storage, or consumption of
34 such item, and
35
( ii) Is complementary to a general sales tax, but only
36 if a deduction is allowable under subdivision (a) ( 3) in
37 respect of items sold at retail in the taxing jurisdiction
38 which are similar to such item.
39
( 3) A state or local tax includes only a tax imposed by
40 a state, a possession of the United States, or a political

96

D-33

90

-7-

AB 2136

1 subdivision of any of the foregoing, or by the District of
2 Columbia.
3
( 4) A foreign tax includes only a tax imposed by the
4 authority of a foreign country.
5
( 5) If the amount of any general sales tax or of any tax
6 on the sale of gasoline, diesel fuel, or other motor fuel is
7 separately stated, then, to the extent that the amount so
8 stated is paid by the consumer (otherwise than in
9 connection with the consumer's trade or business) to his
10 seller, such amount shall be treated as a tax imposed on,
11 and paid by, such consumer.
12
(c) No deduction shall be allowed for the following
13 taxes:
14
( 1) Taxes paid or accrued to the state under this part;
15
( 2) Taxes on or according to or measured by income
16 or profits paid or accrued within the taxable year
17 imposed by the authority of:
18
(A) The government of the United States or any
19 foreign country;
20
(B) Any state, territory, county, city and county,
21 school district, municipality, or other taxing subdivision
22 of any state or territory;
23
(C) Taxes imposed by authority of the government of
24 the United States include2.'1
( i) The tax imposed by Section 3101 of the Internal
26 Revenue Code of 1954 (relating to the tax on employees
27 under the Federal Insurance Contributions Act);
28
( ii) The taxes imposed by Sections 3201 and 3211 of the
29 Internal Revenue Code of 1954 (relating to the taxes on
30 railroad
employees
and
railroad
employee
31 representatives); and
32
(iii) The tax withheld on wages under Section 3402 of
33 the Internal Revenue Code of 1954.
34
( 3) Federal war profits and excess profits taxes.
35
( 4) Estate,· inheritance, legacy, succession, and gift
36 taxes;
37
( 5) Taxes computed as an addition to, or as a
38 percentage of, taxes which are not deductible under this
39 section;
40
( 6) Taxes assessed against local benefits of a kind
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1 tending to increase the value of the property assessed,
2 but this does not exclude the allowance as a deduction of

3 so much of the taxes assessed against local benefits as is
4 properly allocable to maintenance or interest charges.
5
( 7) Taxes on real property, to the extent that Section
6 17205 requires such taxes to be treated as imposed on
7 another taxpayer.
8
( 8) Taxes imposed by Sections 4971-4975 of the
9 Internal Revenue Code of 1954 as amended by the
10 Employee Retirement Income Security Act of 1974 ( P.L.
11 93-406)
(relating to excise taxes on prohibited
12 transactions and contributions).
13
SEC 3. This act is an urgency statute necessary for
14 the immediate preservation of the public peace, health,
15 or safety within the meaning of Article IV of the
16 Constitution and shall go into immediate effect. The facts
17 constituting such necessity are:
18
In order for the State Board of Equalization to perform
19 duties for which it has been budgeted in the 198G-81 fiscal
20 year beginning July 1, 1980, it is necessary that this act go
21 into immediate effect.
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Dear Mr. Deddeh:
QUESTION
Do the provisions of Section 2 of Article XIII A
of the California Constitution supersede the provisions
contained in Section 18 of Article XIII of the California
Constitution requiring the State Board of Equalization to
measure and adjust county assessment levels?
OPINION
Section 2 of Article XIII A of the California
Constitution supersedes the provision~ requiring the State
Board of Equalization to measure and adjust county assessment
levels contained in Section 18 of Article XIII of the
California Constitution.
ANALYSIS
Section 18 of Article XIII of the California
Constitution requires the State Board of Equalization to
adjust county assessment levels and reads as follows:
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"SEC. 18.
The Board shall measure
county assessment levels annually and
shall bring those levels into conformity
by adjusting entire secured local assessment rolls.
In the event a property tax
is levied by the state, however, the
effects of unequalized local assessment
levels, to the extent any remain after
such adjustments, shall be corrected for
purposes of distributing this tax by
equalizing the assessment levels of locally and state-assessed properties and
varying the rate of the state tax inversely with the counties' respective
assessment levels."
Chapter 2 (commencing with Section 1815) of Part 3
of Division 1 of the Revenue and Taxation Code implements
the provisions of Section 18 of Article XIII.
It requires
the board to make a triennial survey in each county to
determine the total full value of all locally assessable
property {Sec. 1815, R.& T.C.) and to annually estimate the
change that may have occurred in the total full value of
locally assessable property between the lien date of the
roll for which the last survey was made and the lien date of
the current roll (Sec. 1817, R.& T.C.).
The board is then
required to tabulate the ratio of assessed to full value of
all locally assessable property (Sec. 1818, R.& T.C.}.
Section 1821 of the Revenue and Taxation Code provides that
the equalization by the board of the valuation of taxable
property in counties shall be by raising or lowering the
value of locally assessable property entered on the secured
roll.
Article XIII A was added to the Constitution on
June 6, 1978, and limited the maximum amount of any ad valorem
tax on real property to 1 percent of the full cash value of
the property (Sec. 1, Art. XIII A, Cal. Const.).
Section 2 of Article XIII A defines the term "full
cash value" and permits an annual increase in the full cash
value base:
"SEC. 2.
(a) The full cash value means
the county assessor's valuation of real property
as shown on the 1975-76 tax bill under 'full
cash value' or, thereafter, the appraised value
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of real property when purchased, newly constructed, or a change in ownership has
occurred after the 1975 assessment. All
real property not already assessed up to
the 1975-76 full cash value may be reassessed to reflect that valuation. For
purposes of this section, the term 'newly
constructed' shall not include real property which is reconstructed after a
disaster, as declared by the Governor,
where the fair market value or such real
property, as reconstructed, is comparable
to its fair market value prior to the
disaster ..
"(b) The full cash value base may
reflect from year to year the inflationary
rate not to exceed 2 percent for any given
year or reduction as shown in the consumer
price index or comparable data for the area
under taxing jurisdiction, or may be reduced
to reflect substantial damage, destruction
or other factors causing a decline in value."
It is a general rule of constitutional construction
that the various provisions of the Constitution are to be
harmonized with each other rather than be construed to conflict (Penziner v. West American Finance Co., 10 Cal. 2d
160; Board of SuperVISOrs of San Diego Co. v. Lonergan, L.A.
31244, filed August 14, 1980). Thus, the courts will
attempt to construe the provisions of Article XIII A so as
not to conflict with the provisions contained in Article
XIII.
However, although it is a rule that repeals by
implication are not favored (Board of Supervisors of San
Diego Co. v. Lonergan, supra), this rule has no application
where the language of a later amendment is plain and direct
and is manifestly inconsistent with the earlier provision
(Sevier v. Riley, 198 Cal. 170, 176). Where there is an
irreconcilable conflict, the provision last in order of time
prevails (In re Mascolo, 25 Cal. App. 92, 96).
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Section 2 of Article XIII A specifically provides
that full cash value is the county assessor's valuation of
property as shown on the 1975-76 tax bill, unless there is
new construction, a purchase, or change in ownership.
Section 110.1 of the Revenue and Taxation Code implements
the provisions of Section 2 of Article XIII A and provides,
in pertinent part:
"110.1.
(a}
For purposes of subdivision
(a} of Section 2 of Article XIII A of the
California Constitution, 'full cash value' of
real property, including possessory interests
in real property, means the fair market value
as determined pursuant to Section 110 for
either:
"(1)

The 1975 lien date; or,

"(2) For property which is purchased, is
newly constructed, or changes ownership after
the 1975 lien date:
"(A) The date on which a purchase or change
in ownership occurs; or
"(B) The date on which new construction is
completed, and if uncompleted, on the lien date.
"(b)
The value determined under subdivision
(a) shall be known as the base year value for the
property.

* * *"
After the effective date of Article XIII A of the
Constitution, all property is assessed at its fair market
value for the 1975 lien date unless there is new construction,
a purchase, or change of ownership. Thus, the requirement
that the State Board of Equalization adjust the entire
secured local assessment roll becomes moot after Article
XIII A, since most property on the roll is not reassessed
annually.
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In the present situation, Section 2 of Article
XIII A eliminates the need for the State Board of Equalization
to adjust local assessment rolls. Section 2 of Article XIII A
became effective after Section 18 of Article XIII and would
prevail over that provision.
In this regard, we have been informed by the State
Board of Equalization that it no longer adjusts county
secured local assessment rolls pursuant to the requirements
of Section 18 of Article XIII.
We, therefore, conclude that Section 2 of Article
XIII A of the California Constitution supersedes the provisions
of Section 18 of Article XIII requiring the State ~oard of
Equalization to measure and adjust county assessment levels.
Very truly yours,
Bion M. Gregory

!l!/;t1:;ounsel
By

'fUrL_Y

Christopher

J~~=~

~

Deputy Legislative Counsel
CJW:ns
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1978-79 DECLINES IN VALUE
Issue
Proposition 8 on the November 1978 ballot amended
Article XIIIA, as enacted by Proposition 13, to expressly
permit reductions in property values to reflect "substantial
damage, destruction or other factors causing a decline in
value." The major Prop.l3/Prop. 8 implementing legislation,
AB 1488 of 1979,was applicable for 1979-80 and thereafter.
Is Prop. 8 actually applicable starting with the
1978-79 fiscal year, or the 1979-80 fiscal year?
Questions
1. Were the voters led to believe that Prop. 13
itself did or did not allow for declines in value?
2.
Did Article XIIIA, as enacted by Prop. 13, allow the
designated "base year value" to exceed current "fair market
value"?
3. Was Proposition 8, which allowed for declines in
value, merely declarative of Prop. 13's intent, and thus
"retroactive" to 1978-79, or was it a new law, effective
prospectively in 1979-80?
4.
Based on informationarailable to the Board of
Equalization, what has been the practice of counties in
allowing or disallowing declines in value for 1978-79?
5.
Is the Board planning any revisions of Rule 461 in
light of the San Diego case holding Prop. 8 to be retroactive?
6.
If Prop. 8 is declared retroactive, will refunds
be made to all affected taxpayers, or just those who filed
timely assessment appeals for 1978-79 (i.e. on or before
Mayl, 1979)?

I
7.
What is the range of intended county practice
with respect to such refunds?
8. What class or classes of property would be the
primary beneficiaries of these refunds?
Legislative Options
1. Should the Legislature statutorily declare Prop. 8
to be effective starting in 1978-79, rather than 1979-80,
or leave the issue to the courts?
2.
If the Legislature does act and select 1978-79,
should a special extension of assessment appeals for
1978-79 declines in value be enacted, to permit uniform
treatment of property, or leave this issue to the courts?
E-1

BACKGROUND

Information Before the Voters
The matter of whether Article XIIIA, as first enacted
~Proposition

13, did or did not allow the designated

"base year value" of a property to exceed its current "fair
market value" is open to question--the arguments pro and
con are presented, later in this background (see pages9-15).

•

It would appear, however, that the voters had little information directly before them to resolve this question in the
time preceeding the June 1978 election.
Prop. 13 did not specify the treatment for real property which, on a particular lien date, has a fair market
value less than its base year value,

(or what the Supreme

Court referred to as its "acquisition value").

The relevant

language read:
Section 2
(a)
The full cash value means the County
Assessord valuation of real property as shown on
the 1975-76 tax bill under 'full cash value,' or
thereafter, the appraised value of real property
when purchased, newly constructed, or a change
in ownership has occurred after the 1975 assessment. All real property not already assessed up
to the 1975-76 tax levels may be reassessed to
reflect that valuation.
(b)
The fair market value base may reflect
from year to year the inflationary rate not to
exceed two percent (2%) for any given year or
reduction as shown in the consumer price index
or comparable data for the area under taxing
jurisdiction.
The Legislative Analyst's ballot analysis of Prop. 13
referred to "restricting the growth in the assessed value
of property subject to taxation" but no elaboration was
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made on whether decreases were allowed.

No mention of this

issue was contained in the ballot arguments of either proponents or opponents.
Pre-Election Views
However, prior to election, the prospect of declines
being prohibited was in fact raised.
In February 1978, the Assembly Revenue and Taxation
Committee staff issued a report entitled Facts About Proposition 13, which stated in part:
The 1975-76 value would be allowed to increase by the change in consumer price but not
to exceed an increase of 2% annually. A decrease
in value apparently may occur only when the consumer price index drops. The last drop was
- 0. 3% in 1955.
(pg. 19)
Many properties in California decline in
value, whether through deteriorating neighborhoods, shifts in economic activity, fire, flood,
etc. The initiative provides no method of adjusting assessments for such reductions in value,
other than through the sale of the property.
(pg. 21)
And in May 1978, the Legislative Analyst, in his
report,An Analysis of Proposition 13, under the heading
11

Limitation on Real Property Assessed Value Increases

11

stated:
The Legislative Counsel advises that Section 2(b) would not allow downward revaluations
of individual parcels to reflect casualty losses
(flood, fire, etc.) market value depreciation
or rezoning.
(original emphasis)
Early Board of Equalization Interpretations
Immediately after the election, the Board of Equalization issued a letter to county assessors in which the
E-3

Board took the following positions relative to declines
in value:
7.

There will be no reduction in the value of
real property unless the statewide Consumer
Price Index shows a decline, in which case
all real property in the state will be reduced by the same percentage amount.

8.

Machinery and equipment classified as real
property will not reflect depreciation or
price increases while under the same ownership at the same location. Newly acquired
machinery and equipment classified as real
property will be valued as 'when purchased' .
(pg. 4, June 8, 1978 Assessors Letter)

•

This view that Article XIIIA could "lock in" values

•

of real property at a level in excess of their actual fair
market value was the same conclusion reached by Legislati ve Counsel.
When emergency rules were adopted by the Board on
June 29, 1978, this position was made official.

Rule 461

read in part:
(b)
Depreciation. The taxable value of real
property shall not reflect changes for depreciation or changes in zoning after the base assessment year full value has been established other
than by the inflation rate.
In subsequent letters to assessors, the Board clarified its position on the loss of value question:
3.

QUESTION:

How do I handle declining property
values because of physical, functional or economic obsolescence?

ANSWER:

There are no provisions in Article XIIIA which allow you to adjust
for lower values for these reasons.

"Questions and Answers of a General Nature"
Assessors letter, July 28, 1978.

E-4

2.

QUESTION:

May the 1975 appraisal of an
improvement be reduced in 1978
to recognize a loss in value
suffered in 1977?

ANSWER:

No. A value reduction can only be
recognized when a property is
physically destroyed.

"Valuation of Cable TV Systems .. Assessors
Letter, August 16, 1978.
On September 26, 1978, the Board revised its Prop. 13
rules, but its position on value declines, although reworded,
remained unchanged.
Amador Valley Case
The California Supreme Court on September 22, 1978,
held Article XIIIA to be constitutional.

Of interest is

the dissent of Chief Justice Bird, in which she cites an
inequity with an "acquisition value" system as being the
situation of a taxpayer with declining value property:
Finally, the arbitrariness of the acquisition date valuation as a tax standard can be
demonstrated by considering the plight of the
taxpayer whose property has actually decreased
in value since 1975. Under the previous tax
system, such a person's property tax assessment
would eventually reflect the decline in market
value.
However, under Article XIIIA, the assessment remains fixed at the acquisition date value
since section 2(b) allows for a reduction in
assessment only on the basis of a downward turn
in the consumer price index.
(22 Cal.3d 208, 255)
The Bird dissent thus accepted the Board's interpretation as law on this issue.
Proposition 8
On the November 7, 1978 ballot, the electorate approved
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Proposition 8 (SCA 67 - Rains), wh

amended Section 2

of Article XIIIA, as follows:
The full cash value means the ee~fiey
county assessor's valuation of real
property as shown on the 197 76 tax bill under
'full cash value,' or, thereafter, the appraised
value of real property when purchased, newly
constructed, or a change in ownership has eee~~ee
occurred after the 1975 assessment. All real
property not already assessed up to the 1975-76
eaM-leve±s full cash value may be reassessed to
refl~ct that valuat1on.
For purposes of this
sect1on, the term 'newly constructed' shall not
1nclude real property which ~ reconstructed
after ~disaster, as declared ~the Governor,
where the fair market value of such real prope:ty, ~ reconstructed, is comparable to its
fa1r market value prior to the disaster.
(a)

Assesse~s

I

(b)
The fa~~ rea~~ee full cash value base
may reflect from year to year the inflationary
rate not to exceed ewe 2 percent (2%) for any
given year or reduction-as
in the consumer
price index or comparable data
the area under
taxing jurisdiction, or may be reduced to reflect
substantial damage, destruction, or other factors
caus1ng a decline in value.
The Board of Equalization responded with a rule_change
on February 13, 1979, which provided a procedure for determining declines in value, but made this procedure effective
starting in the 1979-80

cal year:

(d)
For the tax year 1979-80 and tax years
thereafter the assessor shall prepare an assessment roll containing the full cash value base of
property adjusted to reflect factors causing the
then current full value of property to be less
than its full
value base.
(emphasis added)
Legislative Response
Immediately following the

sage of Prop. 13, the

Legislature enacted SB 154 (Chap. 282, Stats. 1978), which
provided a statutory implementation of Article XIIIA, for
1978-79 only.

No reference was made
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that legislation

to recognition of declines in value.
Throughout 1979, however, the Legislature labored
on measures to provide a comprehensive, on-going statutory
implementation of Propositions 13 and 8.

Most of the

provisions of AB 156 (which was subsequently vetoed}, and
later AB 1488 (Chap. 242 of 1979), were based on recommendations of the Task Force on Property Tax Administration,
created by the Assembly Revenue and Taxation Committee.
In its January 22, 1979 report to the Committee, the
Task Force addressed Prop. 8 in part as follows:
Proposition 13 made no provisions for property
which has declined in value since 1975. To correct
this oversight, Proposition 8 was submitted to the
voters.
The Task Force recommends that the assessed
value of real property be the lesser of the
Prop. 13 base value compounded annually by 2%, or
full cash value. These changes will be measured
by that appraisal unit which is commonly bou9ht
and sold in the market, or which is normally valued
separately.
In other words, the assessor will always carry
an updated base year value for each property pursuant to Article XIIIA, and this value will be used
in any year where the full cash value meets or
exceeds the factored base year value. The value
of the property may rise by more than 2% annually
only if the full cash value remains below that year's
factored base year value for the property .••.
The Task Force felt that the purpose of Prop. 13
was to place a cap on the value of property in any
one year, while Prop. 8 sought to allow values to
rise and fall without restriction at any point below
this cap, should actual market values so dictate.
Generally, the Task Force recommended that the effective date of all new implementing legislation be "retrospective", i.e., recognizing past events, but applying
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the values resulting from these events effective with
the 1979-80 fiscal year.
This was indeed the ultimate approach taken by the
Legislature.

While AB 156, the original implementation

bill, went to the Governor proposing retroactive effect
for the change in ownership provisions only (value
declines were never affected) , that bill was vetoed due
to concerns over the local fiscal effect of such retroactivity.

Subsequently, AB 1488 was enacted without such

retroactivity (save for one minor section on leases).
The only other element of Prop. 13 implementing statutes

•

made retroactive was clarification of 1975 base year
determinations (SB 17- Holmdahl, Chap. 49 of 1979).
Therefore, it appears clear that the only legislative
expression on the matter of Prop. 8 that it take effect
starting in 1979-80.

(See General Reference Section of

the Briefing Book for current statutes.)
San Diego Case
Meanwhile, many taxpayers with declining value properties were appealing their assessments to county assessment appeals boards.
In San Diego County, the boards themselves sided with
the taxpayers and the county board of supervisors ordered
them to reduce assessments accordingly.

The State Board

then sought a writ of mandate to,compel county compliance
with the State Board's rules.
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On June 15, 1979, the Superior Court in San Diego
County (case No. 433845) denied the writ and issued a declaratory judgment stating:
Pursuant to Article XIIIA of the California
Constitution (Proposition 13) as adopted
June 6, 1978, and other provisions of law
then in effect, the taxable value of real
property for the 1978-79 taxable year shall
in no event exceed the actual fair market
value of such real property as of March 1,
1978, (the "lien date" for the 1978-79
taxable year) •••
The judgment went on to declare the portions of
State Board Rule 461 in conflict with the declaration
"erroneous, illegal and unconstitutional".
The Board appealed this ruling, but in State Board
of Equalization

y.

San Diego Board of Supervisors, 105 Cal.

App. 3d 813 (May 1980), the Fourth Appellate District
Court upheld the superior court's ruling in favor of
the county.

An appeal to the Supreme Court was intended,

but the Attorney General's Office missed the filing deadline by one day, so the decision of the appellate court is
final.
Arguments Favoring Retroactivity
The arguments in favor of allowing value declines in
1978-79, which the courts accepted in the San Diego case,
are basically as follows;

(quotes are from the respondent's

brief in the appellate case) :
l.

There is no intent shown that voters were
authorizing an increase above pre·sent values;
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indeed, the entire thrust of Prop. 13 was
to limit values.
"One would be extremely hard pressed to find
any statement in the Proposition 13 portion
of the Voters Pamphlet from which the electorate might have even inferred:
(1)
That
they were authorizing a value standard which
could exceed fair market value, or (2)
That
the valuation of their property might be
higher under Proposition 13 than it would
under Pre-Proposition 13 law, to the extent
a voter owned real property which had or
might decline in value".
2.

Prop. 13 only provides a ceiling on values,
not a floor.

Article XIIIA must be harmonized

with other relevant parts of the Constitution.
"Article XIII, Section 1, which limits the
valuation of property to actual fair market
value or some lower value standard was untouched by the express language of Article
XIIIA.
Thus, if the provisions of Article
XIII, Section 1, have in effect been repealed,
as the State Board of Equalization would contend, it could on
be by implication.
"Since repeals by implication are disfavored,
constitutional provisions which may appear
inconsistent and/or conf cting should be
"harmonized" if possible in light of the underlying purposes which were to be achieved by
the ostensibly incompatible provisions.
"The underlying intent and objective of Article XIII, Section 1 is to assure that property
in California is valued for property taxation
purposes at its fair market value or some
lower value standard.
The underlying intent
and objective of Article XIIIA, Section 2 is
to provide lower property taxes for California
citizens by using 1975-76 fair market values
for real property as a base value, and to
thereafter limit base value increases to no
more than 2% per year.
It would certainly
not frustrate the underlying intent of
Article XIIIA to treat the "acquisition value"
scheme of Article XIIIA as a permissible
"other value standard" within the meaning of

Article XIII, Section 1 to the extent that
the "acquisition value" determined in accordance with Article XIIIA does not exceed the
fair market value on the real property.
In
other words, the intent of the California
electorate in adopting Article XIIIA (Propos
tion 13}, and the 125 year constitutional
fair market value limitation are both given
effect and harmonized by a holding of this
Court that real property is to be valued at
the lesser of its fair market value or its
Article XIIIA acquisition value ••• "
3.

Prop.

8 was declarative of the intent of

Prop. 13.
" ••• (T}he Legislative Counsel's Digest which
accompanied SCA 67, indicated that the portion of Proposition 8 dealing with real property
reconstructed after a disaster would revise
the definition of "full cash value", and
that the remaining provisions of Propos
8
would merely make "various clarifying changes"
in the definition of the term "full cash
value." .••
Thus, in adopting SCA 67, the bill
that put Proposition 8 on the ballot, the
legislative intent was to make "various clarifying changes" in the definition of "full
cash value" as it appeared in Article XIIIA.
Thus, since Proposition 8 was clearly intended
to clarify Article XIIIA (Proposition 13), the
rules of construction pertaining to clari
amendments require that Proposition ·a be
effect as of the effective date of Article
XIIIA, July 1, 1978 ... "
4.

Ballot materials on Prop.

8 convey the impres-

sion the measure applied to current year taxes.
"The words "have recently" (in the Prop. 8
proponent's ballot argument) ... refer to the
recent past.
The quoted sentence does not
refer to persons "who will in the future"
suffer real property damage.
Nor does i t
state that the amendment would grant relief
to persons who "have recently suffered real
property damage, except that no relief is
provided for the tax year 1978-79." Can i t
be said that the voters contemplated, based
on the foregoing language, that the "intent
of Proposition 13" should be furthered with
regard to disaster victims for the tax year
1979-80, but that the "intent of Proposition 13" should not apply to the tax year
E-ll

1978-79? Clearly not. Likewise, the
Argument also cites homes completely
destroyed in the 1977 Santa Barbara fire
as an example of the properties which
would benefit from Proposition 8.
"Since the Santa Barbara fire occurred
prior to the 1978-79 lien date, i t would
have been reasonable to assume that the
amendment would apply retroactively to
the tax year 1978-79 ••.
"Finally, since the vote on Proposition 8
came immediately after (i.e., five months
and one day) the vote on Proposition 13 and
in the same 1978-79 taxable year that Proposition 13 became effective, i t would have
been reasonable for a voter to assume that
Proposition 8 would become effective at
the same time Proposition 13 became effective."
Arguments Against Retroactivity
The arguments against allowing declines of value in
1978-79 are as follows:
1.

Prop. 13 did not expressly provide for
declines in value.
As the most recent and specific enactment
on valuation standards, Prop. 13 should be
controlling. The voters obviously were
aware that some taxpayer's values would be
higher than others because of the reappraisal
of full value upon transfer or new construction.
Inequities are bound to occur under an
acquisition value sys tern. Perhaps the disregard of declines in value was seen as a
trade-off for a guaranteed cap on value.
No where did proponents seek to counter the
Legislative Counsel view that declines were
not allowed.
(This view continues to be
held by Counsel--see Opinion No. 12658 of
August 22, 1980, in Appendix !--notwithstanding
the San Diego decision.)

I

2.

Why else was Prop. 8 passed if Prop. 13
already allowed declines in value?
The Legislative Analyst's Prop. 8 ballot
analysis states
part:
E-12
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This proposition would affect the determination of assessed value in three ways:
3.

Property which has declines in value
since 1975. Proposition 13 does not
allow the assessor to reduce the
assessed value of property which declines in value while it is still owned
by the same taxpayer. This proposal
would allow the assessor to make such
reductions when it has been substantially damaged or its value has been
reduced by "other factors" such as
economic conditions."

This would appear to argue against Prop. 13
allowing declines, in further support of
point #1.
3.

Prop. 8 was not self-executing and needed
legislative implementation.
Prop. 8 states that the "full cash value base ...
day be reduced to reflect substantial damage,
estruction or other factors causing a decline
in value ••. "
(emphasis added)
If the Legislature had intended Prop. 8 to be
self-executing, then the word "shall" could
easily have been used instead.
The permissive "may" can be reasonably interpreted in only one of two ways:
a.

That the Legislature was empowered to
enact legislation, directing assessors
to adjust for declines in value beginning
with the tax year the Legislature determined to be most appropriate, or

b.

That individual assessors were to be given
the discretion as to whether or not to
allow reductions for declines in value
and when to begin to recognize such reduced
values.

There is no indication that the Legislature
intended the second option to occur.
In fact,
the Legislature proceeded to implement Prop. 8
on a uniform basis, in AB 1488.
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Nowhere in Prop. 8 was an effective date
specified. Property tax bills were already
sent out by the date of the election; for
Prop. 8 to be retroactive would have required
enormous administrative effort to redo the
assessment roll, with consequent budgeting
uncertainties for local government.
4.

The Legislature specifically provides that
declines in value be recognized starting in
1979-80, not 1978-79.
AB 1488 is quite clear on this point. Even
when the forerunner AB 156 provided for retroactivity of certain provisions, decline in
value was not among them.
It should be noted
that the Superior Court decision was rendered
~rior to the enactment of AB 1488, so the
~ssue of legislative interpretation was not
raised in that case.

5.

Other parts of the Constitution and statute
require prospective application of Prop. 8.
Legislative Counsel argues in the attached
opinion (pages
4 of Appendix I) that
Article XVIII, Section 4 of the California
Constitution and Section 2192 (R&TC) act to
require pro13pective application of a constitutional change in valuation methods, if the
ballot measure did not specify an effective
date, which Prop. 8 did not.

6.

Applying Prop. 8 retroactively would be an
unconstitutional "gift of public funds" .

•

The Fourth District Court of Appeal (the
same court that decided the San Diego case)
on June 27, 1980, ruled in California Computer Products, Inc. ~· County of Orange that
"1w)here the taxing agency's right to a tax
becomes vested, any subsequent legislation
reducing the tax by enlarging an exemption,
reducing the tax rate, or in any manner impairing of limiting the right theretofore
fixed would constitute a gift of public
funds in violation of the state Constitution."
Under this principle, assuming that Prop. 13
did not already authorize declines in value,
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the Legislature could not have applied
Prop. 8 to 1978-79 because the taxes
vested as of March 1, 1978, over 8
months before the election.
(Prop. 13
was also enacted after the lien date,
but it expressly provided that it would
take effect for 1978-79, thus ignoring
this principle of vesting of the taxes
to local government.)
Impact of Ruling--Who Benefits
According to the Attorney General's Office and the
Board of Equalization, the San Diego case is applicable
only to San Diego County.

Taxpayers in other counties

must pursue their own cases in the courts, and in those
cases the courts may of course reach a contrary conclusion.
The County of Contra Costa is taking the opposite course
of San Diego County, and is itself challenging the retroactive application of Prop. 8.
The Board of Equalization has notified county assessors
and assessment appeals boards of the San Diego decision
by an August 19, 1980 letter (see Appendix II), but citing
the possible Contra Costa case advised that:
•.. You may wish to delay making any refunds and/
or rescheduling hearings for 1978 assessment
appeals involving declines in value from the
base year until the Contra Costa case becomes
final.
If and when the courts render a definitive decision or
the Board issues a directive to comply with the San Diego
decision, the question will arise as to whether refunds
should be made upon request, or only to those taxpayers
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who had previously met the May 1, 1979 deadline for
filing timely assessment appeals for the 1978-79 assessment year.

If the question is seen as being one of

value, rather than a "mixed question" of both value and
law, taxpayers might be required to have exhausted their
administrative remedies.

Legislative Counsel is of

the opinion that only timely assessment appeals need be
honored (see Appendix I
I

at pages 5-9).

The Board's opinion is that the property which would
benefit most by Prop. 8 being applied retroactively is
commercial and industrial properties, because the bulk

•

of value declines are represented by depreciation of
"short-lived equipment".

Declines due to damage, destruc-

tion and removal of property were already allowed by the
Board for 1978-79, so much of the declines attributable
to homes, agricultural or small businesses were already
accounted for, and thus are not in need of refunds.
There is no dollar estimate available of the fiscal
impact on local agencies if all counties which disallowed
value declines in 1978-79 are required to give refunds.
This amount will not be known until claims are filed.
Assessors have reported to the Board only that, in their
opinion, such amounts are "extremely large".
Alternatives for Committee Consideration
1.

Allow the existing statutory and regulatory

interpretation of Prop. 8 to stand, and await outcome of
pending court action to conclusively resolve entire issue.
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2.

Amend statutes to provide that Prop. 8 is

applicable to 1978-79, and that refunds should be made
to those who had filed timely assessment appeals for that
ye.ar.
This option entails a local revenue loss(which
might ultimately result from court action in any event).
Taxpayers who failed to file timely appeals will not receive
refunds.
3.

Amend statutes to provide that Prop. 8 is

appli~

cable to 1978-79, and that the assessment appeal deadline for
this purpose only is extended to some future date to
allow those who had not filed timely appeals to now do
so.
This option provides equal treatment for all
affected taxpayers, but increases local revenue losses.
4.

Allow courts to determine retroactivity issue,

but specify that in the event retroactivity is so
provided, that the appeals deadline will be extended, as
per option ( 3) •
5.

In ttr.he event the courts rule in favor of retro-

activity, attempt statutorily to overturn such decision.
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Dear Mr. Deddeh:
QUESTION NO. 1
Prior to the amendments to Section 2 of Article
XIII A of the California Constitution, approved by the
voters at the statewide election held on November 7, 1978,
did Article XIII A of the California Constitution require
that declines in the value of real property occurring after
1975 be reflected in the full cash value of the property?
OPINION NO. 1
Prior to the amendments to Article XIII A of the
California Constitution made in November, 1978, Article
XIII A did not require declines in value of real property
to be reflected in the full cash value of the property.
ANALYSIS NO. 1
Article XIII A of the California Constitution,
which was adopted by the voters at the Primary Election
held on June 6, 1978, limited the ad valorem tax rate on
real property to 1 percent of the full cash value of the
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property.
"Full cash value" is defined as the 1975 value of
the property or thereafter, when the property is purchased,
newly constructed, or a change in ownership has occurred.
Section 2 of Article XIIJ A authorizes an adju~:tment of the
full cash value base annually to reflect the inflation rate,
up to 2 percent a year.
Subdivision (b) of Section 2 of Article XIII A
was amended by Proposition 8 on the ballot for the statewide election held on November 7, 1978,* to provide:
" (b)
The full cash value base may
reflect from year to year the inflation2ry
rate not to exceed 2 percent for any given
year or reduction as shown in the consumer
price index or camparable data for the area
undPr taxing jurisdiction, or may be reduced
to rfflect substantial damage,<Iestruction
or other fact.ors causing a decline in value."
(Emphasis added.)
Prior to the passage of Proposition 8, Article
XIII A did not provide for a decrease in the value of property that had been damaged or which had declined in value
after the full cash value base had been established. Thus,
property with an established full cash value base was not
reappraised if it declined in value and was reappraised
only when it was purchased, newly constructed, or a change
1n ownership occurred.
In addition, it is an established rule of constitutional conEtruction that ballot arguments and analyses
presented to the electorate may be used to determine the
probable meaning of an initiative's uncertain language
(Amador Valley Joint Union High School District v. State
Board of Equalization, 22 Cal. 3d 208, 245-246).
The ballot arguments and analyses contained in
Proposition 8 support the conclusion that declines in value
do not cause propert.y to be reappraised. The analysis by
the Legi~lative Analyst provides that "Proposition 13 does

*

Hereafter referred to as Proposition 8.
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allow the assessor to reduce the assessed value of property
which declines in value while it is still owned by the same
taxpayer." Similarly, the argument in favor of Proposition
8 contends that the amendment will allow assessors to reduce
assessments to reflect factors which cause a decline in
value.

I

''le therefore conclude that Article XIII A of the
California Constitution, prior to the amendmen·ts made by
Proposition 8, did not requirE: an assessor to reduce the
full cash value of real property to reflect declines in
valuP.
QUESTION NO. 2
Do the provisions of Article XIII A of the California
Constitution, as amended by Proposition 8 on the ballot for
t'e November 7, 1978, statewide election, require declines
in the value of real property which occurred after 1975 to
be reflected in the full cash value of the property for the
1978-79 fiscal year?
OPINION NO. 2
Article XIII A of the California Constitution
does not require declines in the value of real property
which occurred after 1975 to be reflected in the full
cash value of the property for the 1978-79 fiscal year.
It
provides that such declines in value be reflected in the
full cash value for fiscal y~ars commencing with the 1979-80
fiscal year and fiscal years thereafter.
ANALYSIS NO. 2
As we have stated in Analysis No. 1, Section 2
of Article XIII A of the California Constitution was amended
by Proposition 8 on Nove~mber 7, 1978, to provide that the
full cash value base may be reduced to reflect substantial
damage, destruction,or other factors causing a decline in
value.
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Section 4 of Article YVIII of the California
Constitution provides that a proposed amendment to the
Constitution shall take effect the day after the election
unless the measure provides otherwise.
In the case of
Proposition 8, there was no statement providing for an
effective date. Thus, Section 2 of Article XIII A, as
am.ended by Proposition 8, took effect on November 8,
1978, the day after the amendment was approved by the
vot-ers.
Constitutional provisions, like statutes, are
considered to operate prospectively only (Nevada School
District v. Shoecraft, 88 Cal. 372; Hopkins v. Anderson,
218 Cal. 62).
Tlms, Propositio 8 does not apply retroactively to past years.
Section 2192 of the Revenue and Taxation Code
provides that tax liens attach annually as of noon on the
first day of March preceding the fiscal year for which
taxes are levied. For the 1978-79 fiscal year, the tax
liens on property attached on March 1, 1978, more than
eight months before Proposition 8 became effective.
The obligation to pay taxes accrues on the date
the lien attaches (State v. Clyne, 175 Cal. App. 2d 204)
and the right of the state to the tax vests as of the lien
date (Doctors General Hospital of San Jose. v. Santa Clara
Co., 150 Cal. App. 2d 53). Thu8; since the tax lien for
the 1978-79 fiscal year attached on March 1, 1978, and
since the provisions of Proposition 8 operate prospectively
only, the provision that the full cash value base be reduced
to reflect declines in value applies only to the lien date
following the effective date of Proposition 8.
It therefore
applies to taxes due for fiscal years commencing with the
1979-80 fiscal year and fiscal years thereafter and does
not apply to the 1978-79 fiscal year.
We therefore conclude that Article XIII A of the
California Constitution, as amended by Proposition 8, does
not require declines in the value of real property which
occurred after 1975 to be reflected in the full cash value
of the property for the 1978-79 fiscal year.
It merely
provides that such declines in value be reflected in full
cash values for fiscal years commencing with t.he 1979-80
fiscal year and fiscal years thereafter.
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QUESTION NO. 3
If it were determined that the provisions of
Proposition 8 apply retroactively, so that declines in
the value of real property which occurred after 1975 are
required to be reflected in the full cash value of property for the 1978-79 fiscal year; would a county be
required to refund the OVE:rpayrnent of taxes aut.omatically
to all taxpayers or only to ta.xpayers who have filed
timely claims for refunds?

•

OPINION NO. 3
If it were determined that the provisions of
Proposition 8 apply retroactively, a county would not be
required to automatically refund the overpayment of taxes
to all taxpayers. Taxpayers seeking refunds would be required to follow the refund procedures established in the
Revenue and Taxation Code.
ANALYSIS NO. 3
If it were determined that the provisions of
Proposition 8 apply retroactively, a county would, pursuant to existing statutory procedures, have to refund
the amount of taxes which have been overpaid.
Chapter 5 (commencing with Section 5096) of
Part 9 of Division 1 of the Revenue and Taxation Code
establishes thE: procedure for claiming a refund.
Section
5096 provides for the refunding of taxes paid upon an order
by the board of supervisors, as follows:
"5096. On orcer of the board of
supervisors, any taxes paid before or
after delinquency shall be refunded if
they were:
"(a) Paid more than once.
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"(b) Erroneously or illegally collected.
"(c)

·Illegally assessed or levied.

"(d) Paid on an assessment in excess of
the ratio of assessed value to the full value
of the property as provided in Section 401 by
reason of the assessor's clerical error or
excessive or improper assessments attributable
to erroneous property information supplied by
assessee.
" (e) Paid on an assessment of improvements when the improvements did not exist
on the lien date.
"(f) Paid on an assessment in excess
of the equalized value of the property as
determined pursuant to Section 1613 by the
county board of equalization.
"(g) Paid on an assessment in excess
of the value of the property as determined
by the assessor pursuant to Section 469."
Section 5096.5 provides for refunds with respect
to retroactive constitutionaJ amendments, as folJows:
"5096.5. On order of the board of
supervisors, any taxes paid which were
not er1uneously or illegally collected
under the law as it existed at the tL~e
of collection, but for which an exemption is provided by a retroactive constitutional amendment, shall be refunded
after compliance with the provisions of
this article, except that the claim for
refund may be filed at any time within
four years after the date such amendment became effective, or the date that
this section became effective, whichever
is later."
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the period provided in paragraph (2) of
subdivision (a) or within 60 days from
the date the board of equalization makes
its final determination on the application,
whichever is later."
The claim must be in writing, i t must state the
grounds on which the claim is founded, and state whether the
whole assessment is void or only a portion of the assessment
is void (Sec. 5097.02, R.& T.C.).
However, under certain circumstances, the county
auditor is authorized to make a refund of taxes paid within
four years after the date of payment wi'thout obtaining an
order from the board of supervisors and without the necessity
of the filing of claims. Section 5097.2 of the Revenue and
Taxation Code provides:
"5097.2. Notwithstanding the provisions of Sections 5096 and 5097, any taxes
paid before or after delinquency may be
refunded by the county auditor, within
four years after the date of payment,
if:
"(a)

Paid more than once.

"(b)
The amount paid exceeds the
amount due on the property as shown on
the roll.
"(c)
The amount paid exceeds the
amount due on the property as the result
of corrections to the roll or cancellations ordered by the board of supervisors
after such taxes were paid.
"(d)
In any other case, where the
claim for refund is made under penalty
of perjury and is for an amount less
than ten dollars ($10), with the written
consent of the district attorney."
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Section 5097.2 of the Revenue and Taxation Code
does not require the county auditor to make the refund, but
merely authorizes him to make refunds under certain circumstances without an order from the board of supervisors and
without the necessity of filing claims. Thus, unless a
county auditor decides to refund overpaid taxes, a taxpayer
is required to file a claim in order to receive a refund.
We therefore conclude that, if it is determined
that the provisions of Proposition 8 apply retroactively,
a county would not be required to automatically refund the
excess tax payments to taxpayers. A taxpayer seeking a
refund of taxes paid for the 1978-79 fiscal year would be
required to comply with the refund procedures set forth in
Chapter 5 (commencing with Section 5096) of Part 9 of
Division 1 of the Revenue and Taxation Code.
Very truly yours,
Bion M. Gregory

i?/7-;}4£·
Christopher J. Wei
Deputy Legislative Counsel

CJW:dc
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Controller, Sacramento

DOUGLAS D. I!Hl
Execufh1e Secrtdart

•ro COUNTY ASSESSORS, ASSESSMENT APPEALS BOARDS,
AND INTERESTED PARTIES

I

JUDGMENT:

No. 80/1

STATE BOARD OF EQUALIZATION v. SAN DIEGO COUNTY
ASSESSMENT APPEALS BOARD

On May 15, 1980, the Court of Appeal for the Fourth
District held that Proposition 8, which allowed for the
recognition of declines in value, was applicable to the
1978-79 tax year. Although the Board instructed the Attorney
General to appeal this decision to the State Supreme Court,
through error the appeal was not timely filed.
The decision
of the appellate court is, therefore, final.
However, since we understand the application of
Proposition 8 to the 1978-79 tax year is going to be challenged
by the County of Contra Costa in the near future, you may
wish to delay making any refunds and/or rescheduling hearings
for 1978 assessment appeals involving declines in value from
the base year until the Coqtra Costa case becomes final.
Sincerely,

'21~ ~£-C;::;

•

Verne Walton, Chief
Assessment Standards Division
VW:sfg
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STATE ASSESSED PROPERTY

Issue
The Board of Equalization is assessing property of
state assessees (generally public utilities and railroads)
at "fair market value".
Should state assessees be assessed at "fair market
value" or should they be assessed pursuant to the assessment
control provisions of Prop. 13?
Questions
l. How is the Board assessing state assessees?
is the authority for the Board's position?
2.

What

What is the status of litigation on this issue?

3. What has been the increase in value of state
assessed property since the passage of Prop. 13?
4.

Is clarifying legislation in this area appropriate?

Legislative Options
l.
Declare by statute that utility property is not
covered by Section 2 of Prop. 13.
2. Take no action and let the Board's interpretation
stand, pending further court interpretation.
3. Declare by statute that utilities are within
the assessment control provisions of Prop. 13.
4.
Institute a study of the feasibility and equity
of removing utilities from the property tax and taxing them
on an in lieu basis, e.g. on gross receipts.
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BACKGROUND

Historical Context
Prior to 1911, the State Government was supported
principally by an ad valorem tax on property.

With

of main line rights of way, roadbed, rails, rolling stock and
franchises of intercounty railroads, assessed by the State
Board of Equalization, all property was assessed for state
taxation by the county assessors.

State taxes, at rates

to meet biennial legislative appropriations, were collected by
county tax collectors, along with local taxes, and deposited in
county treasuries, from which they were transferred to the
State treasury at semiannual settlements.
In 1910 Section 14 was added to Article XIII and the
provisions regarding assessment of railroad property by the
State Board of Equalization were eliminated from Section 10 of

•

that article.

Under Section 14 a system of separation of

sources of state and local revenues was established.
became operative in 1911.

•

This

Taxes were levied exclusively

state purposes as follows:
(1)

On gross receipts from operations of rai

companies, gas and electric companies, telephone
telegraph companies, car companies and express companies, in lieu of all other taxes and licenses on
the operative property of such companies, i.e.,
their property used exclusively in the business of
producing the gross receipts.
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( 2)

On gross premiums of insurance companies in

lieu of all other taxes and licenses, except local
taxes on real property.
(3)

On capital stock of banks (measured by the

pro rata book value of capital, surplus and undivided
profits, less the assessed value of real estate)
lieu of all other taxes and licenses on such stock
and on the banks except local taxes on real property.
(4)

On all franchises, general, corporate and

special, except the franchises held by the public
utilities, insurance companies or banks otherwise
taxed for state purposes.

This tax was ad valorem on

the basis of assessments of franchises made by the
State Board of Equalization, and no local taxes on
franchises were permitted.
There was no change in this tax system until 1926, when
Section 15 was added to Article XIII, providing for a similar
"in lieu" gross receipts tax on highway common carriers
operating over regular routes or between fixed termini.

This

was followed by a further amendment in 1928, whereby Section 16
was added, providing for substitution of a tax "according to
or measured by

net income for the bank share tax and the

corporate franchise tax.

The net income measure became

effective in 1929.
In 1933 the article was amended by entire deletion of
the system of "in lieu" gross receipts taxation on public
utilities, and the substitution of provisions for the ad valorem
F-3

assessment of all property
county pipe lines,
Equalization

such companies and
and cana

which

local taxation

State Board

to
to

s

Present Law
The State Board of Equalization is required to
railroad and utility property

'

which reads as follows:
SEC. 19. The Board shall annually asses
lines, flumes, canals, ditches, and
within 2 or more counties and (2) property,
franchises, owned or used by regulated rai
graph, or telephone companies, car companies
ating on railways in the State and companies
mitting or selling gas or electricty. This
shall be subject to taxation to the same
in the same manner as other property.
No other tax or license charge may be
these companies which differs from that
mercantile, manufacturing, and other bus
corporations. This restriction does not re
utility company from payments agreed on or
by law for a special privilege or franchise
by a government body.
The Legislature may authorize Board asses
of property owned or used by other public
The Board may delegate to a local assessor
to assess a property used but not owned
assessee on which the taxes are to be paid
assessee.

•
I

Article XIII,

Prop. 13
State assessed property is clearly subject to
bonds rate limit in Prop. 13.

The question is whether or

such property is included within the Prop. 13 assessment
tion provisions.
Section 2 of Article XIIIA reads as follows:
SEC. 2 (a) The full cash calue means the
assessor's valuation of real property as
1975-76 tax bill under "full cash value" or,
after, the appraised value of real property
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purchased, newly constructed, or a change in
ownership has occurred after the 1975 assessment.
All real property not already assessed up to the
1975-76 full cash value may be reassessed to
reflect that valuation. For purposes of
s
section, the term "newly constructed" shall not
include real property which is reconstructed
after a disaster, as declared by the Governor, where
the fair market value of such real property, as
recons
, is comparable to its
r
value prior to the disaster.
Board Interpretations
The Board of Equalization has concluded that the assessment
provisions of Prop. 13 do not apply to utilities.

As a result,

utility properties are being assessed by the Board in the same
manner as they were prior to Prop. 13.

The rationale for this

view is that Prop. 13 refers to " ... the county assessor's
valuation of real property ... " and the Board, not the county
assessor, is the assessor of utility property by constitutional
mandate.
Utility Company View
The Board's position has been challenged by some
companies who believe they should be protected

lity

the Prop. 13

assessment controls, \Jnder the rationale that Article XIII,
Sec. 19 provides that such property shall be " .•. subject to
taxation in the same extent and in the same manner as other
property."
Legal Activity
The only case challenging this view to date was P.G.E.
et al
1980) .

v. State Board of Equalization, 27 Cal 3d 277,
The Supreme Court decided the case in

(June 5,

of the

State Board of Equalization on a procedural point rather than
on the merits of the issue. (See Appendix I for opinion text.)
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The three utility companies filed for mandamus
and declaratory re
assessment base of
companies request,

In denying the

Court

stated:
"(l) We conclude that the utilities' action
is barred as a procedural matter by article XIII,
section 32, of
Constitution, and that their
property recourse is an action for refund under
Revenue and Taxation Code sections 5096 and 5140.

"Article XIII, section 32 of the Consti
provides, "No·legal or equitable process shall issue
in any proceeding in any court against this State or
any officer thereof to prevent or enjoin the collect
of any tax. After payment of a tax claimed to be
illegal, an action may be maintained to recover
the tax paid,
interest, in such manner as
be
provided by the Legislature."
"The utilities complain they will be forced to
litigate in more than 50 counties in order to recover
their alleged overpayments, and the hardship of
a process should entitle them to a prepayment adj
cation on the merits.

•
•

"(3) The policy behind section 32 is to al
revenue collection to continue during litigation so
that essential public services dependent on the
are not unnecessarily interrupted.
"To implement this policy, a specific statutory
refund procedure has been provided for taxpayers
property has been improperly assessed.
(Rev. & Tax .
Code, §~ 5150.)
The utilities have attempted to
circumvent this statutory scheme in an effort to
adjudication of their claims before payment.
"We hold that section 32 means what it says."
Growth In Utility Assessments
Since the passage of Prop. 13, the growth in asses
value of state assessed property has been substantial
than the growth of locally assessed property.
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TABLE I
GROWTH IN ASSESSED VALUE OF STATE ASSESSED PROPERTY

Year

Assessed Value
Board Roll*

1976-77
1977-78
1978-79
1979-80
1979-80
1980-81

$5,579,994,000
6,465,119,000
6,922,273,000
7,440,834,000
(7,339,000,000)**
7,865,000,000 **

*

**

% Increase

16.2%
7.1
7.5
7.2

Inclusive of business inventory exemption
Exclusive of business inventory exemption

SOURCE:

Board of Equalization reports

Alternatives for Committee Consideration
There are several options which the Committee may wish
to consider relating to the issue of utility assessment:
1.

Declare by statute that utility property is not
covered by Section 2 of Prop. 13 .

2.

Take no action and let the Board's interpretation stand, pending further Court interpretation •

3.

Declare by statute that utilities are within the
assessment control provisions of Prop. 13.

4.

Institute a study of the feasibility and equity
of removing utilities from the property tax and
taxing them on an in lieu basis.
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GENERAL REFERENCE SECTION I
ARTICLE XIIIA
Tax Limitation
[Sectioru 1 through 6 added by amendment adopted June 6, 1978.]

§ l.
~ 2.
~ 3.
~ 4.

§ 5.
~

6.

Maximum Ad Valorem Tax on real property.
Valuation of real property.
Changes in state taxes.
Imposition of special taxes.
Effective dates.
Provisions severable.

SEC. 1. Maximum Ad Valorem Tax on Real Property. (a) The
maximum amount of any ad valorem tax on real property shall not exceed
one percent ( 1%) of the full cash value of such property. The one percent
(1%) tax to be collected by the counties and apportioned according to law
to the districts within the counties.
(b) The limitation provided for in subdivision (a) shall not apply to ad
valorem taxes or special assessments to pay the interest and redemption
charges on any indebtedness approved by the voters prior to the time this
section becomes effective.
SEC. 2. Valuation of Real Property. (a) The full cash value means
the county assessor's valuation of real property as shown on the 1975-76
tax bill under "full cash value" or, thereafter, the appraised value of real
property when purchased, newly constructed, or a change in ownership
has occurred after the 1975 assessment. All real property not already
assessed up to the 1975-76 full cash value may be reassessed to reflect that
valuation. For purposes of this section, the term "newly constructed" shall
not include real property which is reconstructed after a disaster, as
declared by the Governor, where the fair market value of such real
property, as reconstructed, is comparable to its fair market value prior to
the disaster.
(b) The full cash value base may reflect from year to year the
inflationary rate not to exceed 2 percent for any given year or reduction
as shown in the consumer price index or comparable data for the area
under taxing jurisdiction, or may be reduced to reflect substantial damage,
destruction or other factors causing a decline in value.
Hiatory.-The amendment of November 7, 1978. corrected to low"r ceae the worda Hcounty a ...uor'aH end
corrected tha apelling of "occurred" In tha flrat aentenca, aubetituted "full ceah valuaH for Htax lavalsH In the
aecond aentanca, and added the third aantence to aubdiviaion {a): and substituted "full caahH for "fair marker.
aubetituted "2 percent" for "two percent (2% )",and added tha be!anca of tha flrat aentanca of aubcllvlaion (b)
after Juri&dictlon".
H

SEC. 3. Changes in State Taxes. From and after the effective date of
this article, any changes in State taxes enacted for the purpose of
increasing revenues collected pursuant thereto whether by increased
rates or changes in methods of computation must be imposed by an Act
passed by not less than two-thirds of all members elected to each of the
two houses of the Legislature, except that no new ad valorem taxes on real
property, or sales or transaction taxes on the sales of real property may be
imposed.
SEC. 4. Imposition of Special Taxes. Cities, Counties and special
districts, by a two-thirds vote of the qualified electors of such district, may
impose special taxes on such district, except ad valorem taxes on real
property or a transaction tax or sales tax on the sale of real property within
such City, County or special district.
SEC. 5. Effective Dates. This artide shaH take effect for the tax year
beginning on July 1 following the passage of this amendment, except
Section 3 which shall become effective upon the passage of this article.
SEC. 6. Provisions Severable. If any section, part, clause, or phrase
hereof is for any reason held to be invalid or unconstitutional, the
remaining sections shall not be affected but will remain in full force and
effect.
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REFERENCE SECTION II

Tax Lin1i

I

•tiative Constitutional Arncn(hncnt

TAX LI.\HTA TION-INITIATIVE CONSTITUTIONAL A~IEND~JEJ\T. Limits ad valorem taxes on real
to 1% of value except to 'pay indebtedness previously approved by voters. Establishes 1975-76
valuation base for property tax purposes. Lirnits annual increases in value. PrO\')(h:s for reassessment.after sale,
or construction .. Requires % vote of
to enact any change in st:H2 Ltxes designed to increase revenues.
Prohibits imposition by state of new ad valorem, sales, or transaction taxes on re;d property. Authorizes imposition of
special taxes by local government (except on real property) by % votE' of qualified electors. Financial
Commencing with fiscal year beginning July 1, 1978, would result in annwd 'cs-;.::s of local government
rc·,·enucs (approximately $7 billion in 1978-79 fiscal year}, reduction in annual ;t;:,.:e costs (approximately
in 1978--79 fiscal year), and restrict ion on future ability of local governments t.o finance capital construction
general obligation bonds.·

Analysis by Legislative Analyst
Background:
The following are some basic facts about California
property taxes.
I. Under existing law cities, counties, schools and

districts are permitted to levy local property
taxes. During the 1977-78 fiscal
these governments
will collect about $10.3 billion in property taxes.
2.
state will give $1.2 billion to local
governments to replace the property taxes that cannot
be collected because a portion of a business's inventory
and a homeowner's property value is exempt from
taxation.
·

3. Total local property tax revenues (tax collections
plus state tax relief payments), therefore, will be about
$11.5 billion during 1977-78..
4. The
of total income that comes from
property tax revenues is higher for some types of local
governments than it is for others.
a. Cities receive about 27 percent of their income
from property tax revenues,
b. Counties receive about 40 n""rr'"''"' from property
tax revenues,
c. Schools receive about 47 "'''"r""'"'' from property
tax revenues, and
d. In many JY'~·~ . .~~
property tax is the
source of .revenue. For example;
fire districts receive about 90 percent of their
income from
tax revenues.
5. In addition to property tax revenues, many local
governments impose other taxes and receive federal
and state funds to pay for the services they provide. ·
However, some of these revenues can
be used for
certain purposes
as transportation, education,
health or welfare. Therefore such revenues are not
available to replace property taxes,
to. the extent
they eliminate the need to use property tax revenues
for such purposes.
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6. The totallocr,l property tax roll consists of
assessments on real property (land and buildings)
personal property (inventories) and state assessments
on public utilities :md railroads. Total assessments are
updated periodically to reflect changes in value
inflation, new cbnstruction, and a greater volume
pe'rsonal property.

7. Total local property tax revenues are
2.7 percent of the full cash value of all
in California.

..

Proposal:
This initiative would: (1) place a limit on the
of property taxes that could be collected
governments, (2) restrict the growth in the assess;ea
value of property subject to taxation, (3)
two-thirds vote of the Legislature to increase state tax
• revenues, and (4) authorize local governments to
impose certain nonproperty taxes if two-thirds of
voters give their approval in a local election.
In several instances the exact meaning
used in this measure is not clear. Where this occurs
have based our analysis on an opinion of the
Counsel regarding the probable court interpretation
such languag~.
The following is a summary of the main
this initiative:
L Property tax limit. Beginning with the
fiscal year, this measure would limit the amount <Jf
property taxes that could be co1iected from an owner
county· assessed real property to 1 percent
property's full cash value. This measure does not
mention county assessed personal property (such
business inventories), or state assessed nr.e>n.of"l·v
as public utilities), but the Legislative
us that the 1 percent limit would apply to all
taxable property.
This measure does not permit local voters to raise

current
values of real nrrvr,•n·tv
on the 1975-76 assessment
assessors cou 1d
the y,Jl uc<;
assessment roll
these values Wf're lower
market ,·alue as of \brch l, 1975.
adjusted values could then
increased
than 2 percent per year as long as the same
continued to own the property. For property
sold or newlv constructed after March 1,
assessed valt;e would be set at the
market) value at the time
sale or construction.
result, two identical properties with the same
value could have different assessed
purpo~es if one of them has been sold since
1975.

1 percent limit; that
require a new constitutional
amendment. The limit
be
only to repay
rlcbt appruvcd by the Yotcrs before July l, 1978.
The limit could not be exceeded to repay bonded debt
approved by the voters on or after July l, 1978.
Property taxes to repay existing bonded debt
cone~, pond to about ~of 1 percent of the full cash value
of taxable property in California.
The limit on property taxes plus the restrictions on
"'""'"'c:u values noted below, would substantially reduce
local property tax reveimes. '
2. Di<itributiorJ
of remammg property tax
revenues. The reduced property tax revenues which

could be raised under the 1 percent limit wou]d be
collected by the counties and then distributed
·"according to lav; to the districts within the counties".
At present there is no state law which would provide
for the distribution of these revenues. Therefore we are
unable to deterrnine how the substantial reductions in
property tax revenues would be 'distributed among
counties, schools and special districts.
measur'e refers only to the distribution of
tax revenues to "districts within the counties".
not say whether cities and counties (which
technically are not /"districts") could share in these
. revenues. However,
Legislative Counsel advises us
ballot arguments by the proponents of
measure, which are included in this pamphlet,
it
that counties and cities are not to receive
taxes, they could continue to receive some
of these revenues.

4. IncretJ.ses in state taxes. Currently state
be increased by a majority vote of both
Legislature and approval by the Governor
the Governor signs the measure increasing
· initiative would require a
vote
Legislature to increase state taxes
the Legislature from enacting any new taxes
the value or sale of real property.

5. Alternative local taxes. This measure
authorize cities, counties, special districts
districts to impose unspecified "special" taxes
they receive approval by two-thirds of the voters.
taxes could not be based on the value or
property.
The Legislative Counsel advises us that
the existing Constitution would prohibit
cities, counties, school districts and
from imposing new "special taxes"
approval by the Legislature. Such restrictions

3. Restrictions oil the growth in assessed
Initially this measure would roll back the

values.

,-Continued
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Text of Proposed Law

the 1975-76 tax levels mav be reassessed to reflect that valuation.
(b) The fair market wilue base may reflect from year
inflationary rate not to exceed two percent (2%) for
or reduction as shown in the consumer price index or co;no.~ra.me
data for the area under ta;~.inf{ jurisdiction.
Section 3. From and after the effectin? date
article,
changes in State taxes enacted for the purpose otincreasing revenues
collected pursuant thereto whether by inc;reased rates or changes in
methods ofcomputation must be imposed by an Act passed bv not less
than two-thirds of all members elected to each of the two houses
the Legislature, except that no new ad t·alorem taxes on
property. or sales or transaction taxes on the sales of relli property~
may be imposed.
Section 4. Cities, Counties and spec1~v districts, by a
mte ofthe qualified electors ofsuch district,
on such district. except ad 1·alorem
on
trill1Si1Cffon faX Or safes fa.K 011 the sa}e
nrr>Y>Prrv
Ci(v, Coun~1· or special district.
S<"ction 5. This article shall take e!T.xt for the tax vear be;r;rinninrfl
on ju~v 1 following the passage of this Amendment. ·
which shall become effectil·e upon the passage of thi>·
SN'tion 6. If any .section, part,
heu'O[ is
reason held to be im·a/id or uw.vnn11
.>1Jafl not be afl(•cted but wi11 remain in

This initiative measure proposes to add a new Article XIII' A to the
Constitution; therefore, new provisions proposed to be added are
printed in italic type to indicate that they are new.

PROPOSED ADDITION OF
ARTICLE XIII A
ARTICLE Xlll A
The maximum amount of .otrw ad 1·alorem tax on
exceed One percent (1%/ ofthefullcash value
one percent (J%) tax to be collected by the
nnnrtim:rPti
to lavv to the districts within the
counties.
(b) The limitation
for in subdiiision (ai shall not .~pp~v
to ad valorem tzues or speci:1l as>es;ments to p;1y the interest and
redc•mption
on an}" indebtedness approved b1· the •·oters
prior to the hnu•
sFCtion becomes effective.
· S,•ction f!. (a! The full cash •·alue me:ms the Count1· Assessors
1 ah..1tnn of n•fll property as shown on the 1975-76 tax billunder "full
casf, ,-,Jue . or thereafter, tbe appraised •·afue of real proper~1· when
purd•'i'ed. IWw~, constructed. or a change in ownership has occured
after th£' 1!/75 asse;.:mwnt. All rf'al property not alr'!ady <~Ssessed up to
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ability of these local governments, even with local voter
approval, to replace property tax losses resulting from
the adoption of this initiative.
Fi<ical Effect:

This measure would have the
direct impact
on the state and local governments:
L Local governments would
about $7 billion in
property tax revenues during
1978-79 fiscal year.
This is because the measure would reduce local
property tax revenues (estimated at $12.4 billion under
current law) by 57 percent, statewide. Some counties
would lose more, and others would lose less.
2. The ability of local gove,rnments to sell general
obligation bonds in the future would
severely
restricted. These bonds are used to finance the
const~uction of new schools, local government
buildings, and a variety of
facilities such as parks
and sewage treatment plants.
3. The reduction in local property · taxes would
reduce state costs for property tax. relief payments by
about $600 million in 1978-79.
The full fiscal impact of this initiativ~ would depend
on whether or not the $7 billion in local property tax
revenue losses were replaced. Replacement revenues
could come from two sources:
1. The initiative permits local governments to raise
additional revenues by levying other unspecified taxes.
Under
law, most local governments would have
to receive specific approval from the Legislature before
levying new taxes. If the initiative is approved, new
taxes would also have to be approved by two-thirds of
the local voters. Thus the initiative would restrict the
ability of local governments to impose new taxes in
order to replace the prope~ty tax revenue losses.
2. Although there is nothing in the initiative or in
current lav</ that would require the state to replace any
part of the property tax revenue losses, the state could
agree to do so.
/fthese property tax revenue losses were substantially
replaced, local governments could maintain the
' existing level of government services and employment.
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F'art
revenue losses could be
temporarily by using the state surplus.
revenues to pay for these services would have to come
from higher state or local taxes such as those
on personal income, sales and corporations.
upon which tax sources were used to
property tax losses, there could be a shift in
bears the tax burden. This is because most
personal income taxes are paid by
taxpay~rs, whereas about 65 percent of property taxes
are initially paid by business firms.
lEthe $1 billion in local property.tax revenue
were not substantially replaced, there 'would he
reductions in services now provided by
governments and in local government employment.
We cannot predict which particular local services
as schools, law enforcement, fire protection,
welfare) would be affected because we do not
how the remaining property tax revenues
distributed. Because state law
governments to pay for certain local
specified levels
(for example,
compensation benefits and most local welfare
the cuts could not be made in these areas
further action by the Legislature.
·
The 2 percent li!Jlit on assessment increases
not allow property tax revenues to rise as
prices are expected to increase. This limit
to reqUire additional cutbacks in local go'vetnnnel:u
services and employment in .future years
additional replacement revenues were
requiring that property be reassessed when
initiative would, over time, cause homeowners
an increasing proportion oflocal property taxes h<>•l"!n>w.>
homes are sold more often than other types
such as commercial and industrial.
If the state surplus is used to cover part
revenue losses in 1978-79, it would not be
maintain the level of government services
subsequent years.
In the long :run, a major net reduction in ,...,.,".,..,'""rv
revenues and local spending could have
'economic effects on the level of personal income
employment in California. Such changes, in
eventually would produce unknown additional state
and local fiscal effects.

Tax Lin1itation-Initiative Constitutional Arnendn1cnt
Arguments in Favor of Proposition 13
Limits property tax to 1% ef market value, ~equires
two-thirds vote of both hou_ses of the lt·~_,rislature to raise any
other taxes, limits yearly market va.lue lax raises to 2% per
year, and requires all other tax raises to be approved by the
people. Why then t:he amendment? P1esident Carter said
"our tax system is a National disgra·~e'", ,
,
Our audit figures show loss to ln:·al governments at about
$5 billion, not $7 billion as claimed by the state finance
director.
Assembly leader Paul Priolo said "~t ·s a tough amendment
but the state can live with it. It meam public officials will have
to go to work".
·
Noted UCLA tax expert Dr. Neil Jacoby writes "This unjust
process must be brought to an',end". :·A l% limit would still
leave property tax revenue far aboFethe level required to pay
for property-related governmental serYices, street lighting
maintenance, sewers, trash collection and POliCE AND

FIRE PROTECTION':
According to the State Controller's office, state agencies
will still collect more than 33 thousand million tax dollars
every year after this amendment passes. We think this is more
than enough. The people wiU s<we 7 thouWJd million doUars
every year for themselves.
This amendment will make rent reductions probable.
Otherwise rent raises are certain as property taxes go up. It
will help farmers and keep business in California. It will make
home and building improvements possible and create
thousanru· ofnew jobs.
.
.
The amendment DOES NOT reduce property tax
exemptions for senior citizens. DOES NOT remove tax
exemptions for churches or charities. DOES NOT prohibit the
use ot property tax money
for schools.
'
.
'

To make California taxes FAIR, EQUAL and WITHIN THE
ABILITY OF THE TAXPAYERS TO PAY, vote YES on
Proposition, 13.
HOWARD JARV1S
Chllimum, United Organizations of Taxpayers
PAUL GA.."'JN , _

President, Peoples Adnx:ate

The Legislature uiU not act to reduce your property laxej~
As a Senator and Legislator for 11 years, I, like you, have
totally frustrated with the Legislature's failure to enact
meaningful property tax relief and reform bill.
WhatRonald Reagan describes as the "spenders ... v.~uL•vu
of spendthrift politicians and powerful special interest.s are
spending millions to defeat Proposition 13.
Your Yes vote 'I-vill NOT require a reducb'on
like police or fire, nor any tax increase. Your Yes vote
require iJ tough Governor take the lead in cutting
unnecessary government spending 10 to 15% ..
More than 15% of all governmental spending is ,,,.,r,,.rli
Wasted on huge pensions for politicians which sometimes
approach $80,000per year! Wasted on limousines for ele:cte:d
officials or taxpaver paid junkets. Now we
opportunity to trade waste for property tax relief! ·
If we want to permanently cut property taxes about 61%,
we must do.. it ourselves. Join Democratic Senator Robert
"Bob" Wilson and nie, a Republican Senator, in voting Yes on
Proposition 13.
,
JOHN V. BRIGGS
State Senator, 35th District

Rebuttal to Arguments in Favor of PropQsition 13
PROPOSITION 13:
GIVES nearly two-thirds of the tax relief to BUSINESS
INDUSTRIAL property owners and apartment how~ '
L\NDLORDS;
.
..
TRAN~FERSyour LOCAL CONTROL over neighbOrhood
and community program funding to state and. federal
government bureaucraCies;
,
PROVIDES absolutely NO TAX RELIEF for RENTERS;
REDUCES ·drastically police patrol services artd fire
protection while INCREASING home insurance COSTS by
50% to 300%;
·
·
REQUIRES new taxes to preserve CRITICAL SERVICES.
Doubling the sales tax, substantiaJ.ly increasing the income
tax or increasing the bank and corporation
by 500% are
the potential alternatives;
SLASHES current local funding for PARKS, BEACHES,
MUSEUMS, LIBRARIES and PARAMEDIC PROGRAMS;
PEJ\:4LIZES our school CHILDREN by CUTTING
operating school ·budgets by nearly $4 billion further
lowering the quality of education;
· '

tax

PLACES a disproportionate and unfair tax burden on
anyone purchasing a home after July l, 1978;

LNCREASES~your state and federal INCOME TAXES
HANDS the IRS nearly $2 BILLION of your tax
Check the FACTS. Talk to your local officials; talk to your
schools and talk to youl' business and labor organizations and
demand to know what cutbacks in essential services
occur if Proposition 13 passes. ·
JOIN the LEAGUE OF WOMEN VOTERS
.
CALIFORNIA TAXPAYERS ASSOCIATION
LOS ANGELES CHAMBER OF
LEAGUE OF CITIES
1
COUNTY SUPERVISORS ASSOCIATION
CALIFORNIA RETAILERS ASSOCIATION
and countless others who . are · opposed
IRRESPONSIBLE MEASURE which CUTS $.7
from critical services.
VOTE NO ON 13!
HOUSTON I. FLOURNOY
Dean, Center for Public AffiU"rs,
University of Southern California
Former State Controller
TOM BRADLEY
Afayor, City of Los Angeles
GARY SIRBU
State Chairman, Cahromia Common Cause

'--------------------------------·~
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Arguments printed on this page are the opinions ~f the authors and have not been
checked for accuracy by any official agency.
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Tax Lin1itation-Initiative Constitutional

An;cndnu~nt

Argument Against Proposition 13
Proposition 13 invites economic and governmental chaos in
California. It will drastically cut
and fire protection and
bankrupt schools unless massive new !:ax burdens are imposed
on California taxpayers. It will take decision-making away
from the local level and weaken home rule.
Proposition 13 is a vague, poorly
and incomplete
proposal which ·will seriously damage
economic stability
of state and local governments. Shocking increases in state
and local taxes are virtually inevitable. Many homeowners
who expect to benefit will actually suffer a net tax increase.
Homeowners will be in for several unpleasant economic
surprises if Proposition 13 is adopted. They will be paying
higher federal income taxes, yet at the same time the
community they live in will lose its rightful
of federal
revenue sharing funds. Homeowners living in identical
side-by-side houses will pay vastly
prpperty tax bills.
Millions of renters will be doubly jeopardized. Renters have
no guaranlee that their landlord's property tax savings will be
voluntarily passed through to them. But they can be certain
they will be forced to pay
new or additional taxes
necessary to keep our local governments out of bankruptcy.
Passage of Proposition 13 ·Mil
f{l billion from school
and local government budgets--an amount nearly equal to
one-half of the General Fund budget for
entire State of
California. This crippling blow simply cannot be absorbed.
For example, it would require· a doubling
your present

..

income tax, or the sales tax to ~irnply replace the
revenues.
Homeowners and renters are mo>t. in need of nrr,n...->rrv
relief. But Proposition 13 gives two-thirds of the property
decrease to commercial and indusbi& property owners.
Proposition 13 will seriously .;r(pple local
services, including police and fire pr0tection. Proposition
will force default on many redevdopment and revenue
issues and prohibit future generd dliigation bond issues to
pay for needed schools, hospitals, and water facilities. Business
will not locate or expand in California if the local services
are
necessary for economic developme~1t and new
slashed.
·
This irresponsible initiative is not a ~olution. Proposition
goes too far. It is an invitation to poor c:lmmunity
less
local control and inequitable taxation for all Californians.
Vote "no" on Proposition 13.
HOUSTON I ..FLOUIL"JOY
Detu1, Center for Public . 4ffair.;,
University of Sou them Califomia
Former State Contrvller
TOM BRADLEY
Mayor, City of Los Angeles
GARY SIRBU
State Chairmtu1, California Common Cav.re

Rebuttal to Argument Against Proposition 13

We who own homes, farms, property or rent must not le~
the political horror stories scare us. We must vote proposition
13 into law June p, 1978. We must not let
spendthrift
po!iticiailS continue to tax us into
Proposition 13 will
NOT cut lire protecbon,
sewers, streets,
and hghting or garbage
property related
services. It will cut spending about 15%.
Proposition 13 will NOTgive
NEW WINDFALL.
It does NOT change t.~e tax
residences and
business property in effect
75
It will stop business
from leaving. California and
companies to
California, creating thousands of
Proposition 13 will
NOT prohibit the use of property taxes to finance schools.
Proposition 13 ,Will make
EQUAL and
·within the ABll.JIT to pay
Proposition 13
c·erta.in. It will reduce
the monthly impow1d ttu narvm.P'7J':"'
mortgages.

As expected, the opposition to proposition 13 is
by 2
persons long on the taxpayers payroll and one person from a
tax free foundation. Proposition 13 makes sense for Cahfomia.
Means thousands ofextra ,doDars for you and your fa.milv
and eyery year. Restores government of, for and by. the
people.
'
Also for 13: Assemblymen Robert Cline (R), Wm.
Dannemeyer (R},-Mike Antonovich (R) and Senator
Wilson (D). ,
·
·
VOTE YES ON PROPOSITION 13, YOUR
CHANCE FOR PERMANENT TAX REUEF.'
HOWARD JARVIS
ChBirmlU1, l!nited ()rgtu1iutions of Tupsyers
PAULGANN
President. Peoples Adnx:.ste
JOHN V. BRIGGS
State Senator, 35th District

are the opinions of the authors and have nol been
accuracy by aQY official agency.
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GENERAL REFERENCE SECTION III

Property Taxation
Official Title and Summary

4'

the Attorney General

fROPEHTY TAXATION. LEGISLATIVE CONSTITliTIONAL AMENDMENT. Amends Constitution.
XlllA. section 2. Provides that
property reconstruckd after a disaster, as declared by the Governor,
considered "newly constructed" for property tax purposes if the fair market value of such property. as
is comparable to its fair market
prior to the disaster. Authorizes reduction in full cash value of
tax purposes to
substantial damages, de:;truetion or other factors causing a decline in
existing terms relating to the valuation of real property for 9roperty tax purposes. Financial impact: In
a major disaster, the adoption of this proposal would have a minor impact on local property tax revenues "~"u"'"'"'
It should have no significant impact on state revenues or c-Dsts.

FINAL VOTE CAST BY LEGISLATUHE ON SCA 67 (PROPOSITION 8)
Assenibly-Ayes, 69
Senate-Ayes, 32
·
Noes, 0
Noes, 0

Analysis by Legislative Analyst
Background:
Proposition 13 on the June 1978 ballot substantially
changed provisions in the California Constitution regarding the valuation of property for property tax purposes. In general, Proposition 13 requires county assessors to use 1975-76 property values as the basis for
determining real property assessments in 1978-79 and
subsequent years. The 1975-76 values may be increased
by an inflation factor of no' more than 2 percent per
year. However, if the property is "newly .constructed",
or if ownership of the property changes, the assessment
is based not on the property's value in 1975-76, but on
its value at the time of construction or change in ownership.
Proposal:
This proposition would
the determination of
assessed value in three wa.ys:
l. Allowed adjustments to 1975-76 proper~v values.
Proposition 13 specifies that the county assessors' determination of 1975-76 assessments can now be increased
if ·these values were "not already assessed up to the
1975-76 tax levels". These adjusted values then would
constitute the basis for computing future assessments.
This constitutional amendment substitutes the term
"full cash value" for "tax levels". The Legislative Counsel advises us that this terminology change is a clarifying
amendment to the
and as suchjt would
not have any direct fiscal effect.
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2. Treatment of ..reconstructed"
Legislative Counsel advises us that, as
in
tion 13, the term "newly constructed" real
covers additions or renovations to real property
as newly built structures. Thus, prop~rty which'has
been sold since 1975, but is substantially
ed" following a flood, fire or other disaster
to be reassessed at its new market value.
This proposal specifies that real property
reconstructed after a disaster shall not be ·easscsse~d
its new market value if ( 1) it is in a disast ?r a:rea,
proclaimed by the Governor and (2) its value is
rable to the fair market value of the origina' nr,r,~.aww·"
prior to the disaster. This would prevent
value of such property from being inc-reased
than the 2 percent annual inflation factor.
3. Property which has declined in value
Proposition 13 does not allow the assessor to
assessed value of property which declines in
it is still owned by the same taxpayer. This ~V·"""''"-"~
would allow the assessor to make such reductions
it.has been substantially damaged or its value
reduced by "other factors" such as economic
tions.
Fiscal Effect:
In the absence of a major disaster, the adoption of
proposal would have a minor impact on local '"w'""''"''"t·v
tax revenues statewide. It should have no
impact on state revenues or costs .. •

~~
.
P ropcrty T axahon r~.
----------------~·-~-·-----------·~--1
Argument in Favor of Proposition 8
This past June, the voters of California overwhelmingly passed Proposition 13 (the Jarvis-Gann initiative),
thereby significantly reducing a property tax burden
that had become increasingly unfair.
The purpose of this measure, Proposition 8, is to further the intent of Proposition 13 by easing the property
tax burden of disaster victims who have reccntlv-lost
their homes or suffered real property damage. ·
Although Proposition 13 rolled back assessments to
1975-76 values, it overlooked the possibility that a person's property might have been damaged to the extent
that it has actually declined in value since 1976. Proposition 8 on this ballot would allow assessors to further
reduce assessments if such damage has, in fact, occurred.
Moreover, some California families have recently
been the victims oflarge-scale disasters, officially recognized as state emergencies. To cite but one example,
more than 200 families saw their homes completely destroyed by fire in Santa Barbara in 1977, and other Californians have suffered similarly from extensive floods, ·
mudslides, and earthquakes.
But when these victims of disasters rebuild their
"homes or businesses, they come under the provision of
Proposition 13 which requires that "new construction"
be assessed at current market value, thus causing a major reassessment upward. Without Proposition 8, those
who cannot afford to rebuild at all presumably will still
have to pay the 1975-76 assessed value of the home or

business as though it were still standing.
So, although the "new construction" pro\·isim; ww
generally be appropriate, for disaster victims forc,~d to
rebuild it is terribly unfair. Proposition 8 simply
that these unfortunate citizens should be allowed
same 1975-76 rollback that the rest of us receive', on
condition that the new structure is comparable in 1 alu~:
to the one being replaced.
Again, in keeping with the spirit and intent of Propo"
sition 13, Proposition 8 will ~llow assessors to reduce
assessments to reflect substantial damage, destruction
or other factors which cause a decline in property
This will insure equal treatment under the law, and will
prevent additional tax burdens from falling on
who have suffered major property losses, damage or
property depreciation since 1976.
Please join the undersigned individuals
have
worked so very hard to provide property tax relief for
all Californians, and VOTE YES ON PROPOSITlON 8.
I

OMER L RAINS
, State Senator, 18th District
Chairman, Senate Majority Caucus
PAULGANN
President, Peoples Advocate
(Co-author of Proposition 13, the Jarvis-Cann Initiative)

PETER BEHR
State Senator, 2nd District
Chairman, Committee on Insurance and Financli1l
Institutions

No argument against Proposition 8 was submitted
Text of Proposed Law

This amendment proposed by Senate Constitutional
Amendment No. 67 (Statutes of 1978, Resolution Chapter 76)
expressly amends an existing section of the Constitution;
therefore, existing provisions proposed to be deleted are
printed in ~trilteetlt ~and new provisions proposed to be
inserted or added are printed in italic type to indicate that
they are new.

constructed, or a change in ownership has eeetlfea occwred
after the 1975 assessement. All real property not already assessed up to the 1975-76 t-tMt leYeb full cash value may be
reassessed to reflect that valuation. For purposes of this sec·
tion, the term "newly constructed" shall not include real
property which is reconstructed after a disaster. as declared
by the Governor, where the fair market l'alue of such real
property, as reconstructed, is comparable to its fair market
value prior to the disaster.
'
(b) The ffflr ~full cash value base may reflect from
year to year the inflationary rate not to exceed f.we 2percent

PROPOSED AMENDMENT TO
ARTICLE XIII A
Section 2.

--fB-%t for any given year or reduction as shown in the

C(lll·

sumer price index or comparable data for the area under
taxing jurisdiction~, or may be reduced to reflect substan!J~Y

The full cash value means the Gmmty
A9sessers counf..v assessors valuation of real property as shown
on the 1975-76 tax bill under "full cash value"; or, thereafter,
the appraised value of real prqperty when purchased, newly
(a)

damage, destruction or other factors causing a decline iJJ ·•~'ll
ue.

---------------------------------------------------------------------------------------------------Argument printed on this page is the opinion of the authors and has not been
checked for accuracy by any official agency.
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GENERAL REFERENCE SECTION IV
PROP.

13 PROPERTY TAX ASSESS£.1ENT STATD"TES*

DIVISION 1.
PART 0.5.
Chapter 1.
2.
3.
4.
5.

PROPERTY TAXATION

IMPLEMENTATION OF ARTICLE XIII A OF THE
CALIFORNIA CONSTITUTION *
Base Year Values. ~§ 50-53.
Change in Ownership and Purchase. §§ 00-67.
New Construction.
§~ 70-72.
Assessment Appeals. §~ 80-81.
Taxpayer Reporting. ~ 90.

CHAPTER l.

BASE YEAR VALUES

50. Base year value for property purchased or changes
ownership. For purposes of base year values as determined by Section
110.1, values determined for property which is purchased or changes
ownership after the 1975 lien date shall be entered on the roll for the Hen
date next succeeding the date of the purchase or change in ownership.
Values determined after the 1975 lien date for property which is newly
constructed shall be entered on the roll for the lien date next succeeding
the date of completion of the new construction. The value of new
construction in progress on the lien date shall be entered on the roll as of
the lien date.
51. Adjustments to base year values. For purposes of subdivision (b)
of Section 2 of Article XIII A of the California Constitution, for each lien
date after the lien date in which the base year value is determined
pursuant to Section 110.1, the taxable value of real property shall be the
lesser of:
(a) Its base year value, compounded annually since the base year by an
inflation factor, which shall be the percentage change in the cost of living,
as defined in Section 2212; provided, that any percentage increase shall
not exceed 2 percent of the prior year's value; or
(b) Its full cash value, as defined in Section 110, as of the lien date,
taking into account reductions in value due to damage, destruction,
depreciation, obsolescence, or other factors causing a decline in value; or
(c) If the property was damaged or destroyed by disaster, misfortune,
or calamity, or removed by voluntary action by the taxpayer, the sum of
( 1) the lesser of its
year value of land determined under subdivision
(a) or full cash value of land determined pursuant to subdivision (b), plus
ef its
year value of improvements determined under
(2) the
subdivision (a) or the full cash value of improvements determined
pursuant to subdivision (b), which shall then become the base year value
until such property is restored, repaired, or reconstructed or other
provisions of law require establishment of a new base year.
For purposes of this section, "real property" means that appraisal unit
which persons in the market place commonly buy and sell as a unit, or
which are normally valued separately.
Nothing in this section shall be construed to require the assessor to make
an annual reappraisal of all assessable property.

*

key statutes and uncodified sections; not inclusive of
all related statutes; assumes enactment of SB 1260 and
AB 2777 of 1980 Session.
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52. Valuation of enforcing restricted property. (a) Notwithstanding
any other provision of this division, property which is enforceably
restricted pursuant to Section 8 of Article XIII of the California
Constitution shalll><' valw'd for properly tax purposes pur~uant lo Articlt·
1.5 (cmnmeucing with Section 421) and Article 1.9 (commencing with
Section 439) of Chapter 3 of Part 2.
(b) Notwithstanding any other provision of this division, property
restricted to timberland use pursuant to subdivision (j) of Section 3 of
Article XIII of the California Constitution shall be valued for property tax
purposes pursuant to Article 1.7 (commencing with Section 431) of
Chapter 3 of Part 2.
(c) Notwithstanding any other provision of this division, property
subject to valuation as a golf course pursuant to Section 10 of Article XIII
of the California Constitution shall be valued for property tax purposes in
accordance with such section.
(d) Notwithstanding the provisions of this division, property subject to
valuation pursuant to Section 11 of Article XIII of the California
Constitution shall be valued for property tax purposes in accordance with
such section.
53. Base Year Value for Fruit, Nut Trees and Grapevines. The initial
base year value for fruit and nut trees and grapevines subject to exemption
pursuant to subdivision (i) of Section 3 of Article XIII, of the California
Constitution shall be the full cash value of such properties as of the lien
date of their first taxable year.
CHAPTER 2.

CHANGE IN OWNERSHIP AND PURCHASE

60. Meaning of "Change in Ownership". A "change in ownership"
means a transfer of a present interest in real property, including the
beneficial use thereof, the value of which is substantially equal to the value
of the fee interest.
61. "Change in Ownership" Includes.

Except as otherwise provided in Section 62,
change in ownership, as defined in Section 60, includes,
but is not limited to:
(a) The creation, renewal, sublease, assignment, or
other transfer of the right to produce or extract oil, gas,
or other minerals for so-long as they can be produced or
extracted in paying quantities. The balance nf the
property, other than the mineral rights, shall not be
reappraised pursuant to this section.
(b) The creation, renewal, sublease, or assignment of
a taxable possessory interest in tax exempt real property
for any term.
_
(c) ( 1) The creation of a leasehold interest in taxable
real property for a term of 35_years or more ( indudkng
renewal options), the termination of a leasehold interest
in taxable real property which had an original term of 35
years or more (including renewal options), and any
transfer of a leasehold interest having a remaining term
of 35 years or more (including renewal options) ; or (2)
any transfer of a lessor's interest in taxable real property
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subject to a lease with a remammg term (including
renewal options) of less than 35 years.
Only that portion of a property subject to such lease or
transfer shall be considered to have undergone a change
of ownership.
For the purpose of this subdivision, for ] 979-80 ~nd
each year thereafter, it shall be conclusively presumed
that all homes eligible for the homeowners' exemption,
other than mobilehomes located on rented or leased land
and subject to taxation pursuant to Part 13 ( cornrnencing
with Section 5800), which are on leased land have a
renewal option of at least 35 years on the lease of such
land, whether or not in fact such renewal option exists in
any contract or agreement.
(d) The creation, transfer, or termination of any joint
tenancy interest, except as provided in subdivision (f) of
Section 62, Section 63 and .Section 65.
(e) The creation, transfer, or termination of any
tenancy-in:..common interest, except as provided in
subdivision (a) of Section 62 and in Section 63.
(f) Any vesting of the right to possession or enjoyment
of a remainder or reversionary interest which occurs
upon the termination of a life estate or other similar
precedent property interest, except as provided in
subdivision (d) of Section 62 and in Section 63.
(g) Any interests in l'eal property which vest in
persons other than the trustor (or, pursuant to Section 63,
his spouse) when a revocable trust becomes irrevocable.
(h) The transfer of stock of a cooperative housing
corporation, as defined in Section 17265, vested with legal
title to real property which conveys to the transferee the
exclusive right to occupancy and possession of such
property, or a portion thereof.
·( i) The transfer of any interest in real property
between a corporation, partnership, or other legal entity
and a shareholder, partner, or any other person.
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62.

"Change in Ownership"

Change in ownership
not include:
(a) Any transfer between coowners which results in a
change in the method of holding title to the real property
without changing the proportional interests of the
coowners, such as a partition of a tenancy in common, or
any transfer of title between an ifldividual and a legal
entity or between legal entities, such as a cotenancy to a
partnership, a partnership to a corporation, a trust to a
cotenancy, or an individual to a legal entity, which results
solely in a change.in the method of holding title and in
which the proportional interests by the transferors and
transferees, whether represented by stock, partnership
interest, or otherwise, remain the same after transfer.
(b) Any transfer for the purpose of perfecting title to
the property. ·
(c) (1) The creation, assignment, termination, or
reconveyance of a security interest; or (2) the
substitution of a trustee under a security instrument.
(d) Any transfer into a trust for so long as (1) the
transferor is the present beneficiary of the trust, or (2)
tht:: trust is revocable; or any transfer by a trustee of such
a trust described in either clause (1) or (2) back to the
trustor; or, any creation or termination of a trust in which
the itrustor retains the reversion and in which the interest
of others does not exceed 12 years duration.
(e) Any transfer by an instrument whose tenns
reserve to the transferor an estate for years or an estate
for life; however,- the termination of such an estate for
years or estate for life shall constitute a change in
ownership, except as provided in subdivision (d) of
Section 62 and in Section 63.
(f) The creation or transfer of a joint tenancy interest
if the transferor, after such creation or transfer, is one of
the joint tenants as provided in subdivision (b) of Section
65.
(g) Any transfer of a lessor's interest in taxable real
property subject to a lease with a remaining term
(including renewal options) of 35 years or more. For the
purpose of this subdivision, for 1979-80 and each year
thereafter, it shall be conclusively presumed that all
homes eligible for the homeowners' exemption, other
than mobilehomes located on rented or leased land and
subject to taxation pursuant to Part 13 (commencing with
Section 5800), which are on leased land have a renewal
option ·of at least 35 years on the lease of such land,
whether or not in fact such renewal option exists in any
contract or agreement.
G-12

(h) Any purchase,
other transfer of the
shares or units of participation
a group trust, pooled
fund, common trust fmid, or other collective investment
, fund established by a financial institution.
(i) Any transfer of stock or membership certificate in
a housing cooperative which was financed under one
mortgage provided such mortgage was insured under
Section 213, 22l(d) (3); 22l(d) (4), or 236 of the National
Housing ,Act, as amended, or such housing cooperative
was financed or assisted pursuant to Section 514, 515, or
516 of the Housing Act of 1949 or Section 202 of the
Housing Act of 1959, or the housing cooperative was
financed by a direct loan from the California Housing
Finance Agency, and provided that the regulatory and
occupancy agreements were approved by the
governmental lender or insurer, and provided that the
transfer is to the housing cooperative or to a person or
family qualifying for purchase by reason of limited
income. Any subsequent transfer from the housing
cooperative to a person or family not eligible for state or
federal assistance in reduction of monthly carrying
charges or interest reduction assistance by reason of the
income level of such person or family shall constitute a
change of ownership.
(j) Any transfer between coowners in any property
which was held by them as coowners for all or part of the
period between March 1, 1975, and March 1, 1980, and
which was eligible for a homeowner's exemption during
the period of the coownership. Any such transferee
whose interest was revalued in contravention of the
provisions of this subdivision shall obtain a reversal of
such revaluation with respect to the 1980-81 assessment
year and thereafter, upon application to the county
assessor of the county in which the property is located
filed on or before February 28, 1981.
63. Interspousal Transfers. Notwithstanding Sections 60, 61, 62, and
65, a change of ownership shall not include any interspousal transfer,
including, but not limited to:
(a) Transfers to a trustee for the beneficial use of a spouse, or the
surviving spouse of a deceased transferor, or by a trustee of such a trust
to the spouse of the trustor.
(b) Transfers which take effect upon the death of a spouse.
(c) Transfers to a spouse or former spouse in connection with a
property settlement agreement or decree of dissolution of a marriage or
legal· separation, or
(d) The creation, transfer, or termination,
between spouses, of
any coowner's interest.
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64.

Corporation and Partnership Interests.

(a) Except as provided
subdivision (h) of
Section 61 and subdivisions (c)
(d) of this section, the
purchase or transfer of ownership interests in legal
entities, such as corporate stock or partnership interests,
shall not be deemed to constitute a transfer of the real
property of the legal entity.
(b) Any corporate reorganization, by merger or
consolidation, where all of the corporations involved are
members of an affiliated group; and which qualifies as a
reorganization under Section 368 of the United States
Internal Revenue Code and which is accepted as a
nontaxable event by similar California statutes or any
transfer of real property among members of an affiliated
group, shall not be a change of ownership. The taxpayer
shall furnish proof, under penalty of perjury, to the
assessor that the transfer meets the requirements of this
subdivision.
For purposes of this subdivision .. affiliated group,.
means one or more chains of corporations connected
through stock ownership with a common parent
corporation if:
(1) One hundred 'percent of the voting stock,
exclusive of any share owned by directors, of each of the
corporations, except the parent corporation, is owned by
one or more of the other corporations; and
(2) The common parent corporation owns, directly,
100 percent of the voting stock, exclusive of any shares
owned by directors, of at least one of the other
corporations.
(c) When a corporation, partnership, other legal
entity or any other person obtains control, as defined in
Section 25105, in any corporation, or obtains a majority
ownership interest in any partnership or other legal
entity through the purchase or transfer of corporate
stock, partnership interest, or ownership interests in
other legal entities, such purchase or transfer of such
stock or other interest shall be a change of ownership of
property owned by the corporation, partnership, or other
legal entity in which the controlling interest is obtained.
(d) Whenever property is transferred ffi.t.e to a legal
entity in a transaction excluded from change in
ownership by:subdivision (a) of Section 62, the eoowneFs
persons holding-ownership interests in such legal entity
ef Mte pt"()peFty immediately after the transfer shall be
considered the .. original coowners." Whenever shares or
other ownership interests representing cumulatively
more than 50 percent of the total interests in the entity
are transferred by any of the original coowners in one or
more transactions, st:teft tFtmsfeFs sftaH &e considered a
change in ownership' of the real property owned by the
legal entity shall have occurred, and the property shall be
reappraised by the assessor pursuant to Section 65.
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be the date of the transfer
The
reappraisal
representing individually or
of the ownership
50 percent of the interests in the
cumulatively more
entity~

The eoowneFs
interests
reappraisal
coowners.

Hte persqns holdli1g ownership
immediately following the
considered the new original

~

subdivision, the .;:;.:w-rl:ef'S ef shares
ef a
pfutnership intcresb; sr ov<'ner:::ll:iip
iHterests ffi
lege:l entities sfi.aH Be eeft9~~ OWners
ef Hte property ov1ned &,.. #te eorporation5; partnerships,
61' ethef.legftl entities-:
(e)
order
in the determination of whether
a change of ownership has occurred under subdivision
(c), the
Board shall include a question in
substantially
following form on returns for
partnerships,
and corpora'tions (except tax-exempt
organizations):
If the
(partnership) owns real property in
California, was control of the corporation (partnership)
transferred or
during the year?
(See
If an entity answers "yes" to the above question, then
the Franchise Tax Board will furnish the name and
address of such entity
the State Board of Equalization.
65.

Termination of Joint Tenancy or Tenancy in Common.

(a) The creation, transfer, or termination of any
joint tenancy is a change in ownership except as provided
in this
62, and Section 63. Upon a change
in
of a joint tenancy interest only the interest
or portion
is thereby transferred from one owner
to another owner shall
reappraised.
(
shaH
no change in ownership upon the
a joint tenancy interest if the
after such creation or transfer,
tenants. Upon the creation of ajoint
described in this subdivision, the
or
shaH he the "original transferor
or transferors" for purposes of determining the property
to be
on subsequent transfers. The spouses of
original transferors
also be considered original
transferors within
meaning of this section.
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(c) Upon the termination of~aii- inierest in any joint
tenancy described in subdivision (h), the entire portion
of the property held by the original transferor or
transferors prior to the creation of the joint tenancy shall
be reappraised unless it vests, in whole or in part, in any
remaining original transferor, in which case there shall be
no reappraisal. Upon the termination of the interest of
the last surviving original transferor, there' shall be a
reappraisal of the interest then transferred and all other
interests in the properties held by all original transferors
which were previously excluded from reappraisal
pursuant to this section.
·
(d) Upon the termination of an interest held by other
than the original transfer in any joint tenancy described
in subdivision (b), there shall be no reappraisal if the
entire interest is transferred either to an original
transferor or to all remaining joint tenants.

65.1 Reappraisal of Undivided Interests, Cooperatives
(a) Except as provided in Section 65, when an
undivided interest in a portion of real property is
purchased or changes ownership, only the interest or
port ion transferred shall be reappraised. A purchase or
change in ownership of an undivided interest with a
market value of less than 5 percent of the value of the
total property shall not be reappraised if the market
va!ue of the interest transferred is less than ten thousand
.dollars ( $10,000) provided, however, that transfers
during any one assessment year shaH be cumulated for
the purpose of determining the value transferred.
(b) If a unit or lot within a cooperative housing
corporation,
community
apartment
project,
condominium, planned unit development, shopping
center, industrial park, or other residential, commercial,
or industrial land subdivision complex with common
areas or facilities is purchased or changes ownership, then
only the unit or lot transferred and the share in the
common area reserved as. an appurtenance of such unit
or lot shall be reappraised.
Notwithstanding any other provision of law, the
increase in property taxes resulting from such reappraisal
shall be applied by the owner of such property to the
tenant-shareholder, Jessee, or occupant of such individual
unit or lot only, and shall not be prorated among all other
units or lots of such property.
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66. Vesting of
include:

Benefit Plan.

in ownership shall not

(a)

participant's or
(b) Any
As used in
"participant"
Employee Retirement Income
67.
CHAPTER 3.

•

means a change in
NEW CONSTRUCTION

70. Newly Constructed," "New Construction." (a) "Newly constructed" and "new construction" means:
(1) Any addition to
land or improvements
(including
, since
last Hen date; and
(2) Any alteration of land or of any improvement (including fixtures)
since the last
constitutes a major rehabilitation thereof or
which converts the
to a different use.
(b) Any rehabilitation.
or modernization which converts
an improvement or fixture to the substantial equivalent of a new
improvement or
is a
of such impr,ovement or
fixture.
(c) Notwithstanding the provisions subdivisions (a) and (b), where
real property has been damaged or destroyed by misfortune or calamity,
"newly
and "new construction" does not mean any timely
reconstruction
real
or portion thereof, where the
property after reconstruction is substantially equivalent to the property
prior to damage or destruction. Any reconstruction of real property, or
portion thereof, which is not
equivalent to the damaged or
destroyed property,
be deemed to
new construction and only that
portion which
substantially
reconstruction shall have
a new base year
determined
to Section 110.1.
71. New Base Year Value. The assessor shaH determine the new base
year
of any taxable real property which has been
newly constructed.
year value of the remainder of the property
assessed, which did not undergo new construction, shall not be changed.
New construction in progress on the lien
shaH be appraised at its full
value on such date :md
thereafter until the date of
completion, at which time the entire
of property which is newly
constructed shall
at its full value.
72. Transmittal
Permits to Assessor. A copy of any
building permit
or city and county, shall be
transmitted
county assessor as soon as possible
after
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CHAPTER 4.

ASSESSMENT APPEALS

80. Application for Reduction in Base Year Value. (a) An
application for reduction \n the base year value of an assessment on the
current local roll may be fEed during the regular filing period for that year
as set forth in Section Ui03 or Section 1840, subject to the following
limitations:
(1) The base year value determined by a local board of equalization or
by the State Board of Equalization, originally or on remand by a court, or
by a court shall be conclusively presumed to be the base year value for any
1975 assessment which was appealed.
(2) The base year value determined pursuant to paragraph (1) of
subdivision (a) of Section 110.1 shall be conclusively presumed to be the
base year value unless an equalization application is filed no later than the
regular filing period following the 1980 lien date. Once an application is
filed, the base year value determined pursuant to that application shall be
conclusively presumed to be the base year value for such assessment.
(3) The base year value determined pursuant to paragraph (2) of
subdivision (a) of Section 110.1 shall be conclusively presumed to be the
base year value, unless an application for equalization is filed during the
regular equalization period for the year in which the assessment is placed
on the assessment roll or in any of the three succeeding years.
Once an application is filed, the base year value determined pursuant
to that application shall be conclusively presumed to be the base year
value for such assessment.
(4) Any reduction in assessment made as the result of an appeal under
this section shall apply for the assessment year in which the appeal iitaken
and prospectively thereafter.
(b) This section does not prohibit the filing of an application for appeal
where a new value was placed on the roll pursuant to Section 51.
(c) An application for equalization made pursuant to Section 620 or
Section 1605 when determined, shall be conclusively presumed to be the
base year value in the same manner as provided herein.
81. Base Value Other Than 1975 Base Value. Where real property
has been assessed using a base value other than the 1975 base value, the
applicant in equalization proceedings pursuant to Chapter 1
(commencing with Section 1601) of Part 3 may establish the correct base
year value applicable to the current year's assessment, subject to the
limitations of Section 80.

CHAPTER

5.

TAXPAYER REPORTING

90. Reporting of Change in Ownership Information. Assessees shall
report change in ownership information to the assessor as provided in
Article 2.5 (commencing with Section 480) of Chapter 3 of Part 2.
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110. "Full Cash Value."
in Section
110.1, "full cash value" or "fair
value" means
amount of cash
or its equivalent which property would bring if exposed for sale in the
open market under conditions in which neither buyer nor seller could
take advantage of the exigencies of the other and both with knowledge of
all of the uses and purposes to which the property is adapted and for which
it is capable of being used and of the enforceable restrictiQns upon those
uses and purposes.
llO.I. "FuU Cash Value" Under Article XIII A. (a) For purposes of
subdivision (a) of Section 2 Article XIII A of the California Constitution,
"full cash value" of real property, including possessory interests in real
property, means the fair market value as determined pursuant to Section
110 for either:
(1\ The 1975 lien date; or,
(2) For property which is purchased, is newly constructed, or changes
mvnership after the 1975 lien date:
(A) The date on which a purchase or change in ownership occurs; or
(BJ The date on which new construction is completed, and if
uncnmpleted, on the lien date.
(b) The value determined IJIIder subdivision (a) shall b.:.: knO\vn as the
base year value for the property.
(c) Notwithstanding any provisions of Section 405.5 or 405.6, for
property which was not purchased or newly constructed or has not
changed ownership after the 1975 lien date, if the value as shown on the
1975-76 roll is not its 1975lien date base year value and if the value of that
property had not been determined pursuant to a periodic reappraisal
under Section 405.5 for the 1975-76 assessment roll, a new 1975 lien date
base year value shall be determined at any time until June .30, 1980, and
placed on the roll being prepared for the current year; provided, however,
that for counties over 4 million in population the board of supervisors may
adopt a resolution granting the assessor of such county until June 30, 1981,
to determine such values. In determining the new base year vahie for any
such property, the assessor shall use only those factors and indicia of fair
market value actually utilized in appraisals made pursuant to Section 40.5.5
for the 1975 lien date. Such new base year values shall be consistent with
the values established by reappraisal for the 1975 lien date of comparable
properties which were reappraised pursuant to Section 405.5 for the fiscal
year. In the event such a determination is made, no escape assessment
may be levied and the newly determined "full cash value" shall be placed
on the roll for the current year only; provided, however, the preceding
shall not prohibit a determination which is made prior to June 30 of a fiscal
year from being reflected on the assessment roll for the current fiscal year.
(d)' If the value of any real property as shown on the 1975-76 roll was
determined pursuant to a periodic appraisal under Section 405.5, such
value shall be
1975 lien date base year value of the property.
(e) As used in subdivisions (c) and (d), a parcel of property shall be
presumed to have been appraised for the 1975-76 fiscal year if the
assessor's determination of the value of the property for the 1975-76 fiscal
year differed from the value used for purposes of computing the 1974-75
fiscal year tax liability for the property, but the assessor may rebut such
presumption by evidence that, notwithstanding such difference in value,
such parcel was not appraised pursuant to Section 405.5 for the 1975-76
fiscal year.
(f) For each lien date after the lien date in which the full cash value
is determined pursuant to this section, the full cash value of real property,
including possessory interests in real property, shall reflect the percentage
change in cost of living, as defined in Section 2212; provided, that such
value shall not reflect an increase in excess of 2 percent of the full cash
value: of the preceding lien date.
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Sections 2,3, and 4 of

Sec. 2. ( a) Section l
this act shaH be applied to the
1978-79 fiscal year and fiscal years
(b) Except as otherwise provided in this subdivision, if
the value of any property is reduced pursuant to Section
·110.1 of the Revenue and Taxation Code, the reduced
tax~s resulting therefrom shaH be refunded or shall be
reflected in a corresponding reduction in the next
succeeding tax installment or installments for such
property in the 1979-80 fis~al year unless there was a
change in the owner or owners of record between July 1,
1978, and June 30, 1979, in which case a refund of such
reduced taxes shall be prorated between such owners of
record in proportion to the time they owned the property
during the fiscal
~n the event that the current
address of a former mvner of record of such property
entitled to share in ::UlV such refund is not known to the
county, that portion c.f such refund shall be withheld by
the county 'and the owner may claim a refund from the
~ county treasurer at any time prior to July 1, ·1980. No
reduction · or refund shall be given pursuant to this
·subdivision of any anwunt previously levied to pay the
interest and redemption charges on any indebtedness
·approved by the voters prior to July 1, 1978.
SEC. 3. It is the intent of the Legislature to correct an improper
assessment practice which has resulted from the misinterpretation of.
Article XIII A of the California Constitution, as added to the
California Constitution pursuant to the approval by the voters, of
Proposition 13 on the ballot for the Direct Primary Election held
June 6, 1978, and Section 110.1 of the Revenue and Taxation Code,
as added by Chapter 292 of the Statutes of 1978, amended by Chapter
332 of the Statutes of 1978, and further amended by Chapter 576 of
the Statutes of 1978. .
. It is further the intent of the Legislature that this act be construed
as an act necessary for the implementation of Proposition 13, and, as'
such, is not a cost mandated by the state,
.
No appropriation is made by this act, nor is any obligation created
thereby, pursuant to Section 2231 or 2234 of the Revenue and
Taxation Code. Moreover, no claim shall be considered with respect
to this ac!:: by the State Board of Control pursuant to Section 905.2 of
the Government Code or Section 2250 of the Revenue and Taxation
Code, and the Department of Finance shall not review or report on
this act ,pursuant to Section 2246. of the Reven,ue and Taxation Code.
SEC. 4. This act clarifies the intent of Article XIII A of the
California Constitution and Chapters 292 and 332 of the Statutes <;>f
19'18, to correct the administrative interpretation of such provisions
which has resulted in the incorrect assessment of certain properties,
and ooes not make substantive change. It is the intent of the
Legislature that counties which have established base year valu~s in
conformity with the intent. of Section 110.1 of the Revenue .and
Taxation Code, as · clarified by this act, shal1.41ot be required to
redetermine such base year vah.xes.

a
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Sections 41, 42 and 43 of AB 1488

SEC. 41. (a} Notwithstanding the provisions of
Sections 110.1 and 110.6, as added to the Revenue and
Taxation Code by Chapter 292 of the Statutes of 1978, and
amended by Chapters 332 and 576 of the Statutes of 1978,
the provisions of this act shall be effective for the 1979-80
assessment year and thereafter, except as provided in
Section 42 of this act.
It is the intent of the Legislature that the provisions of
this act shall apply to the determination of base year
values for the 1979-80 assessment vear and thereafter,
including, but not limited to, any ~hange in ownership
occurring on or after March 1, 1975.
SEC. 42. No creation, termination, assignment or
sublease of a leasehold interest on or after March 1, 1975,
and no transfer of property subject to a lease on or after
March 1, 1975, shall constitute a change in ownership,
unless it is defined as a change in ownership under
subdivision (c) of Section 61 and subdivision (g) of
Section 62.
SEC. 43. Except as otherwise provided in this act, or
in Chapter 49 of the Statutes of 1979, no escape
assessments shall be levied and no refund shall be made
for any years prior to 1979-80 for any increases (or
decreases) in value made in 1978-79 as the result of the
enactment of Article XIII A of the Constitution, and
Chapters 292 and 332 of 1978 or this act, except that any
refunds which result from appeals filed for 1978-79 in a
timely manner or pursuant to Chapter 24 of the Statutes
of 1979 shall be made.

I

Section 19 of AB 1019
I

SEC. 19. (a) Notwithstanding the provisions of
Sections .H0.1 and 110.6, as added to the Revenue and
Taxation Code by Chapter 292 of the Statu~es of 1978, and
amended by Chapters 332 and 576 of the Statutes of 1978,
. the provisions of this act shall be effective for the 1979-80
assessment year and thereafter.
'
It is the ir~tent of the Legislature that the provisions of
this act shall appiy to the determination of base year
value~' for the 1979-80 assessment year and thereafter,
including, but not limited to, any change in ownership.
occurring on or after March 1, 1975.
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section 20 of SB 1260

SEC. 20. ThiS- act is an urgency statute necessary for
the immediate preservation of the public peace, health,
or safety within the meaning of Artic~e IV of the
Constitution and shall go into immediate effect. The facts
·
constituting such necessity are:
In order to provide apequate notice to as~;essees of the
possibility of a reduction in assessment, it is necessary for
this act to take effect immediately.
The changes to be made by this act in the laws relating
to property taxation must apply to the 1980--81 fiscal year
property tax roll. Since county assessors are now engaged
in preparing the 1980-81 fiscal year roll and must
complete their work by July 1, 1980, or by such time as
extended by this act it is necessary that this act go into
immediate effect.

Sections 5 and 6 of AB 2777

SEC. 5. The amendments made to Sections 62 and 64
of the Revenue and Taxation Code by this act shall be
effective for the 1981-82 assessment year and years
thereafter. It is the intent of the Legislature that the
provisions of this act shall apply to the determination of
base year values for the 1981-82 fiscal year, and shall
apply to any change in ownership occurring on or after
March 1, 1975. No escape assessments shall be levied and
no refund shall be made for any years prior to 1981-82 for
any increases or decreases in value made for the .1981-82
fiscal year or fiscal years thereafter as the result of the
enaCtment of this act.
SEC. 6. The provisions of subdivision (d) of Section 64
of the Revenue and Taxation Code as added by this act
shall be operative with respect *to returns for years
beginning in 1981 and thereafter.

*

technical error in this section; should read
" .•• subdivision
of Section 64 ••. "

M

NOTE: Subdivision (j) of Section 62, which grants a
reversal of reappraisal for coowners who were reappraised upon a transfer from 1975-1980, will take
effect for 1980-81 only if SB 1260 is chaptered prior
to AB 2777; otherwise effective date will be 1981-82.
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GENERAL REFERENCE SECTION V
BOARD OF EQUALIZATION
ARTICLE XIIIA RULES AND REGULATIONS
Rule No. 460. (Cal. Adm. Code) General Application
(a) Sections 1 and 2 of Article XIII A of the Constitution provide for a
limitation on property taxes and a procedure for establishing the current
taxable value of locally assessed real property by reference to a base year
full cash value which is then modified annually to reflect the inflation rate
not to exceed two percent per year.
(b) The following definitions govern the construction of the terms in
the rules pertaining to Sections 1 and 2 of Article XIII A.
(1) BASE YEAR. The assessment year 1975-76 serves as the original
base year. Thereafter, any assessment year in which real property, or a
portion thereof, is purchased, 1~; newly constructed, or changes
ownership shall become the base year med in determining the full value
for such real property, or a portion thereof.
(2) FULL CASH VALUE.
(A) The full cash value of real property means:
1. The "full cash value" as defined in Section llO.r of the
Revenue and Taxation Code, as of the lien date 1975 for properties
with a 1975-76 base year, or
2. The "full cash value" as defined in Section 110 of the' Revenue
and Taxation Code as of the dak: such real property is purchased,
is newly constructed, or changes ownership after the 1975lien date,
the full cash value of which shall be enrolled on the lien date next
succeeding the date when such real property, or portion thereof, is
purchased, is newly constructed, or changes ownership.
(B) If real property has not been appraised to its appropriate base
year full cash value, then the assessor shall reappraise such property
to its full cash value for the appropriate base year lien date. Such
reappraisals may be made at any time, notwithstanding the provisions
of Section 405.6 of the Revenue and Taxation Code but 1975-76 base
year values must be determined prior to July 1, 1980.
(3) RESTRIC'TED VALUE. Restricted value means a value
standard other than full cash value prescribed by the Constitution or by
statute authorized by the Constitution.
(4) FULL VALUE. Full value (appraised value) means either the
full cash value or the restricted value.
(5) INFLATION RATE. Fo:r each lien date after the lien date in
which the base year full value is determined, the full value of real
property shall be modified to reflect the percentage change in cost of
living, as defined in Section 2212 of the Revenue and Taxation Code;
provided that such value shall not reflect an increase in excess of 2
percent of the taxable value of the preceding lien date.
(6) TAXABLE VALUE. Taxable value means the base year full
value adjusted for any given lien date as required by law or the full cash
value for the same lien date, whichever is less.
(7) PROPERTY TAX RATE. The property tax rate is the rate
calculated in accordance with the ad valorem tax limitations prescribed
by Section 1 of Article XIII A of the Constitution.
HieUWy.-Adopted June 29. 1978. affliCtive July 3. 11178.
A"""'dlld S.ptamber 28. 1978. affliCtive October 2. t978.
Aman<llld January 25. 1979, affliCtive March 1. 1979. Applicable to a .....aamants for 1979 and yeera

tharaaftar.
Amandltd Auguat 11. 1979, •ff..:tiva Auguat Z2. 1979. Amended (b) (2) {AI 1. and 2. and (B), (b) Ill,
rapealed (b) 171 and renumbered (b) (ISl "" (b) (7).
Raf.......,..-A.rticle XIII A. Sections I and 2, C.alifomia Constitution.
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460.1. 1975 Base Year Values
(a) For the 1978-79 fiscal year and years thereafter, the assessor shall
determine base year value for property or portion thereof with a 1975 base.
year at the value appearing on the 1975-76 assessment roll when that value
resulted from a "periodic appraisal" made for the 1975lien date, whether
or not the 1975-76 roll value differed from the 1974-75 assessment roll
value.
(b) The value of a parcel of property shall be presumed to have been
determined pursuant to a "periodic appraisal" for the 1975-76 fiscal year
if the assessor's determination of the value for that year differed from the
1974-75 assessment roll value, but the assessor may rebut the presumption
by evidence that notwithstanding such differences in value, the property
was not "periodically appraised" for the 1975-76 fiscal year.
Value differences between the 1974-75 and 1975-76 assessment rolls
resulting from such things as zoning changes, new construction, or interim
adjustments not designed to equal1975 general revaluation levels will not
be considered as resulting from "periodic appraisals."
(c) For the 1978-79 fiscal year and years thereafter, any property or
portion thereof whose 1975-76 value was determined as a result of an
appeal filed in 1975 with a county board shall have that value as its 1975-76
base year value.
(d) The base year value of any property not appraised for the 1975lien
date or not determined as a result of an assessment appeal filed in 1975
shall be valued by the assessor using only those factors and indicia of fair
market value actually utilized in "periodic appraisals" made for the 1975
lien date. Such values shall be consistent with the values established for
comparable properties that were reappraised for the 1975 lien date.
(e) Determinations of value made pursuant to (d) of this section shall
be made at any time until June 30, 1980, and if made prior to June 30 of
any year may be added to either the roll for the fiscal year in which the
value determination is made or included with the assessments for the
succeeding fiscal year.
No escape assessments may be made because of value increases to the
1975 base year that result from redetermination of values pursuant to this
section, but decreases in such values shall be certified to the auditor by the
assessor as corrections to the roll prepared for the 1978-79 fiscal year and
fiscal years thereafter, as is appropriate.
Hlstory.-Adopted May 24, 1979 affective May 25, 1979.
Ref8fanea.--5ection UO.l, Revenue and Taxation Code.
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Rule No. 461. \CaL Adm. Code) Real Property Value Changes
(a) Section 2 of Article XIII A of the California Constitution provides
that real property shaH be reappraised if purchased, newly constructed
(Section 463) or a change in ownership occurs (Section 462) after the
original base year. A purchase is any transfer of title or right to the use,
occupancy, possession or profit a prendre of real property, or portion
thereof, for a consideration.
(b) Unless otherwise provided for in this chapter or by statute, real
property which was not subject to valuation in a prior base year as
required by law shall be appraised at full value for each year it should have
been so valued and an escape assessment shall be added to the roll for the
current fiscal year or to th,e roll being prepared at the time of discovery
in accordance with the provisions of Section 531.2 of the Revenue and
Taxation Code.
(c) The prior year taxable value of real property, or portion thereof,
physically removed from the site shall be deducted from the property's
prior year taxable value, provided that such net value shall not be less than
zero. The net value shall be appropriately adjusted to reflect the
percentage change in the cost of living and then compared to the current
lien date full value to determine taxable value which shall be the lesser
of the two values.
(d) For the tax year 1979-80 and tax years thereafter the assessor shall
prepare an assessment roll containing the base year value appropriately
indexed or the current lien date full value, whichever is less. Increases and
decreases in full cash value since the previous lien date shall be reflected
on the roll except that taxable value shall never exceed base year value
appropriately indexed. Property restored following damage caused by a
misfortune or calamity is to be valued pursuant to subsection (e) and not
this subsection. In preparing such rolls the assessor is not required to make
an annual reappraisal of all assessable property.
Declines in value will be determined by comparing the current lien
date full value of the appraisal unit to the indexed base year full value of
the same unit for the current lien date. La~d and improvements constitute
an appraisal unit except when measuring declines in value caused by
disaster, in which case land shall constitute a separate unit. For purposes
of this subsection fixtures and other machinery and equipment classified
as improvements constitute a separate appraisal unit.
When the current full value of property is less than its base year full
value indexed to the current lien date, the full value shall be enrolled as
the current taxable value.
(e) The taxable value of real property damaged or destroyed by a
misfortune or caiamity is to be adjusted in accordance with the Revenue
and Taxation Code. If the property is restored, the assessor shall ~:ni the lien
date following restoration enroll it at its former value plus the appropriate
inflation adjustment, unless:
l. The full value of the restored property as of the lien date is less than
the indexed base year full value in which case the lower value shall be
enrolled as the new base year value, or
2. It is determined that new construction has occurred in which case
the property's value shall be enrolled:as provided in Section 463.
Hietory.-Adopted June 29. 1971, effective July 3. 1971.
Amended September 2.8. 1978, effective October t. 1!118.
Amended January 2$, 1978, effective March 1, 1978. Applicable to eaaeS8ments for 1978 and yae111
therNfter.
Amended August 16. 1978, effective Auguet 22. 1978. Amended {e), (b), {c), (d), and (e) (1).
Amended November 13, 19'19, effective December e. 19".1!1. Amended (b).
Ref-...:e.-Article XIII A, Sections I and 2, California Constitution.

G-2S

Rule No. 462. (Cal. Adm. Code) Change in Ownership
There shall be a reappraisal of real property as of the date of the change
in ownership of that property. The reappraisal will establish a new base
year full value and will be enrolled on the lien date following the change
in ownership.
A "change in ownership" in real property occurs when there is a
transfer of a present interest in the property, including the right to
beneficial use thereof, the value of which is substantially equal to the value
of the fee interest. Every transfer of property qualified as a ''change in
ownership" shall be so regarded whether the transfer is voluntary,
involuntary or by operation of law, by grant, devise, inheritance, trust
contract of sale, addition or deletion of an owner or any other means. A
change in the name of an owner of property not involving a change in
ownership is excluded from the term "transfer" as used in this section.
(a) A transfer of the full fee title to land and/or improvements at a
portion thereof by any means is a change in ownership requiring
reappraisal of the property or portion thereof transferred. This includes
transfers of units in planned developments as defined in Sections 11003
and 11003.1 of the Business and Professions Code, units in cooperative
housing developments controlled by cooperative housing corporations as
defmed in Section 17265 of the Revenue and Taxation Code and
condominiums as defined in Section 783 of the Civil Code or other
community ownership projects wherein a transfer of an individual
ownership interest in the project results in a transfer of a specific unit,
apartment or portion thereof within the project.
A change in ownership does not occur upon the transfer of stock or.
membership certificates in a housing cooperative which was financed
under one mortgage provided such mortgage was insured under Section
213, 221(d) (3), 221 (d) (4}, or 236 of the National Housing Act, as
amended, or such housing cooperative was financed or assisted pursuant
to Section 514, 515, or 516 of the Housing Act of 1949 or Section 202 of the
Housing Act of 1959, or the housing cooperative was financed by a direct
loan from the California Housing Finance Agency, and provided that the
regulatory and occupancy agreements were approved by the
governmental lender or insurer, and provided that the transfer is to the
housing cooperative or to a person or family qualifying for purchase by
reason of limited income. Any subsequent transfer from the housing
cooperative to a person or family not eligible for state or federal assistance
in reduction of monthly carrying charges or interest reduction assistance
by reason of the income level of such person or family shall constitute a
change of ownership.
If a unit or lot within a cooperative housing corporation, community
apartment project, condominium, planned development, shopping
center, industrial park, or other residential, commercial, or industrial land
subdivision complex with common areas or facilities is purchased or
otherwise changes ownership as defined in this section, only the unit or
lot tJ;ansferred and the share in the common area reserved as an
appurtenance of such unit or lots shall be reappraised.
(b) The transfer of an undivided interest in property does not
constitute a change of ownership if:
( 1) The transfer is between or among co-owners and results in a
change in the meth ::.d of holding title but does not result in a change
to the proportional :.-~terests held by the co-owners prior to the transfer,
such as a partition of a tenancy in common, or
(2) The transfer creates or transfers any joint tenancy interest and
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after such creation or transfer the transferor is one of the joint tenants.
(3) The transfer creates or transfers a co-owner's interest between
spouses.
(4) The transfer terminates a joint tenancy, tenancy in common or
a community property interest but is to a spouse or former spouse in
connection with a property settlement agreement or decree of
dissolution of a marriage or legal separation.
(5) The transfer terminates an original transferor's interest in joint
tenancy described in (b) (2) above and the interest vests by operation
of law in whole or in part in the remaining original transferor (s). It shall
be rebuttably presumed by the assessor that each joint tenant holding
an interest in property as of March 1, 1975, originally placed in joint
tenancy the interest received on termination. This presumption is not
applicable to joint tenancies created after March 1, 1975.
(6) The transfer terminates a joint tenancy interest, other than an
original transferor's interest described in (b) (2) above, and the interest
is transferred to an original transferor(s) or to all the remaining joint
tenants.
For purposes of (5) and (6) above spouses of original transferors shall
also be considered original transferors. Note: The statutory change in
ownership treatment afforded joint tenancies for tax purposes
contemplates that a joint tenancy consists of separate estates of the joint
tenants rather than a single estate.
(7) The transfer is of an undivided interest of less than five percent
provided that transfers of such interest during any assessment year to
affiliated transferees shall be accumulated for the purpose of
determining the percentage transferred.
For purposes of this subdivision affiliated transferees shall include, but
not be limited to family members, related by blood or marriage; other
than the transferor's spouse, business associates, partners, joint ventures,
corporations under common ownership or control or any combination of
the foregoing.
When the accumulated interests transferred during any assessment year
total five percent or more, exclusive of any interest transferred to a spouse,
only that portion of the property represented by the accumulated
interests shall be reappraised.
(c) A transfer of equitable title is a change in ownership.
(d) The creation, renewal, sublease, or assignment of a taxable
possessory interest in tax exempt real property for any term is a change
in ownership except when the interest, whether an estate for years or an
estate for life, is created by a reservation in an instrument deeding the
property to a tax exempt governmental entity.
(e) The creation, sublease, assignment or termination of the right to
beneficial use and possession of taxable real property and the transfer of
the lessor's interests in any leased property constitutes a change in
ownership or not as follows:
(1) The creation of a leasehold interest in real property for a term of
35 years or more or the transfer of a leasehold interest with a remaining

a
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term of35 years or more or the termination of a leasehold interest which
had an original term of 35 years or more is a change in ownership.
The calculation of the term of a lease for purposes of this section shall
include written renewal options.
(2) The sublease or assignment of a leasehold interest in taxable
property with a remaining term of less than 35 years, including renewal
options, is not a change of ownership regardless of the original term of
the lease.
(3) The transfer of a lessor's interest in taxable real property subject
to a lease with a remaining term, including renewal options, ofless than
35 years is a change in ownership.
The transfer of a lessor's interest in taxable real property subject to
multiple leases, one or more of which is for a period of less than 35 years
and one or more of which is for a period of 35 years Of more, is a change
of ownership only to the extent of the property subject to a lease (s) of less
than 35 years.
The calculation of the term of a lease for purposes of this section shall
include written renewal options.
It shall be conclusively presumed that all homes eligible for the
homeowners' exemption which are on leased land have renewal options
on the land of at least 35 years whether or not in fact such renewal options
exist in any contract or agreement.
(f) Foreclosure.
(1) Mortgage or deed of trust foreclosed by judicial action is a
sufficient change in ownership only:
(A) After the period of redemption has passed and property has
not been redeemed, or
(B) Upon redemption when title vests in the original debtor's
successor in interest.
(2) Deed of trust foreclosed by trustee's sale shall cause a reappraisal
as of the date the right of possession vests in the purchaser.
(3) A transfer by a trustor in lieu of a trustee's foreclosure sale
constitutes a change in ownership.
(g) Transfers resulting from tax delinquency.
.
Transfers by the sale to or deed to the state and redemption by the
former assessee shall not be considered as changes in ownership.
However, a sale by the state whether to the original owner or to a new
owner is a change in ownership requiring reappraisal as of the date of the
sale.
(h) Trusts-creation and termination.
(1) The transfer of real property to a trust is a change in ownership
at the time of transfer unless:
(A) The transferor or the transferor's spouse is the present
beneficiary of the trust, or
(B) The trust is revocable, or
.
(C) The transferor retains the reversion and the beneficial
interest (s) created does not exceed 12 years in duration.
(D) The exemption afforded interspousal transfers applies.
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(E) The transfer is from one trust to another and meets the
requirements of (A), (B), (C) or (D).
(2) The termination of a trust or portion thereof constitutes a change
in ownership unless:
(A) The trust was for less than 12 years duration and on
termination the property reverts to the trustor or the trustor's spouse
or
(B) The exemption afforded interspousal transfers applies or
(C) Termination result> from the transferor's exercise of the
power of revocation or
(D) Termination result:. from distribution of trust property in
accordance with the terms of the trust to a person or entity who
received a present interest subject to reappraisal at the time the trust
was created.
(3) A change in ownership
trust property also occurs when:
(A) A revocable trust br::eomes irrevocable unless the transferor or
the transferor's spouse remains or becomes the present beneficiary of
the trust, or
.
(B) Neither the transferor nor the transferor's spouse is a present
beneficiary of an irrevocable trust.
(i) Partnership.
Real property which is contributed to a partnership or which is
acquired, by purchase or otherwise, by the partnership is a change in
ownership of such real property, regardless of whether the title to the
property is held in the name of the partnership or in the name of one or
more individual partners, with or without reference to the partnership.
The transfer of any interest in real property by a partnership to a partner
or any other person or entity constitutes a change in ownership. The
purchase or transfer of an ownership interest (s) in a partnership (s), e.g.,
the addition or deletion of partners, is not a change in ownership in
partnership property.
(j) Corporations.
(1) The purchase or transfer of corporate stock(s) is not a change in
o.wnership in corporate property unless:
:
(A) The stock is in a cooperative housing corporation, as defined
in Section 17265 of the Revenue and Taxation Code, and the transfer
conveys the exclusive right to occupancy to corporate property or a
portion thereof, or
(B) One corporation, partnership, other legal entity or any other
person as the result of one or multiple transfers obtains control of
more than 50% of the voting stock, exclusive of any shares owned by
directors, of another corporation.
(2) The transfer of any interest in real property by a corporation to
a stockholder or any other person or entity constitutes a change in
ownership but transfers of real property between or among affiliated
corporations, including those made to achieve a corporate
reorganization by merger or consolidation shall not be a change of
ownership if:

G-29

(A) The voting stock of the corporation making the transfer and
the voting stock of the transferee corporation are each owned 100
percent by a corporation related by voting stockownership to a
common parent; and
(B) The common parent corporation owns directly 100 percent of
the voting stock of at least one corporation in the chain or chains of
related corporations.
SIMPLE EXAMPLE

PARENT
CORPORATION
OWNS
100%
OWNS 50%

OWNS
50%

50%

A transfer of real property by P, A, B, or C to any of the other three
corporations would not be a change in ownership, e.g., a transfer by C
which is wholly owned by A and B to B which is wholly owned by A and
P would not be a change in ownership because of those relationships and
the fact P owns 100 percent of A.
(3) The purchase or transfer of stock or membership certificates in
a housing cooperative is not a change in ownership provided the
cooperative was financed under one mortgage, was insured under
Sections 202,213,221 (D) (3), 221 (d) (4), or 236 of the National Housing
Act, as amended, or was financed by a direct loan from the California
Housing Finance Agency and the Regulatory and Occupancy
Agreements were approved by the respective insuring or lending
agency.
(k) Interspousal transfers.
Notwithstanding any other provision of Sections 460 through 471 of this
code, a change in ownership shall not include any interspousal transfer,
including, but not limited to:
(1) Transfers to a trustee for the beneficial use of a spouse, or the
surviving spouse of a deceased transferor, or by a trustee of such a trust
to the spouse of the trustor,
(2) Transfers which take effect upon the death of a spouse,
(3) Transfers to a spouse or former spouse in connection with a
property settlement agreement or decree of dissolution of a marriage
or legal separation, or
(4) The creation, transfer, or termination, solely between spouses, of
any co-owner's interest.
(1) The following transfers do not constitute a change of ownership:
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Exemptions
any property tax exemptions granted or
on or before July 1, 1978. The property tax
current
value less any exemptions applicable
Examples of the application of partial exemptions
The property tax rate applies to the
qualifying for the homeowners'
exemption.
The sum of 25 percent of the taxable value
of taxable assets and
percent the current full cash value as defined
in Revenue a..'ld Taxation Code Section 110 for non-taxable assets will
determine the
for the veterans' property tax exemption. Article
XIII A contains no provision for reconsidering the granting of the
exemption prior to 1978. The property tax rate applies to the current
taxable
of property qualifying for the veterans' exemption less the
value of the exemption.
veterans' exemption. The property tax rate applies to
(c)
current
value
property qualifying for the disabled veterans'
property tax exemption less the value of the exemption.
History~Adopted June 29, 1978,. aff~~<:tlv" July 3. 1978.
Reference.-Sectioru l!O, 110.!, 110.5, 110.6, Revenue and Taxation Code.

Rule No. 465. (CaL Adm. Code) Nonprofit Golf Courses
appraising
property used exclusively for nonprofit golf
course purposes in accordance with
provisions of Section 10 of Article
XIII of the California Constitution, the assessor shall for the 1979 lien date
and thereafter ascertain the value of such property on the basis of such
use, plus the full value attributable to any mineral rights without regard
to any of the provisions of Section 2 of Article XIII A of the California
Constitution or its implementing legislation.
Hlatory.-Adopted June 29, 1978,. eff~~<:tive July 3. 1978.
Repealed Old Rule and Adopted New Rule Auguet 16, 1979, effective Auguot 22.. 1979.
Referenc,._Article Xlll A, Sections l and 2. California Constitution.
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Rule

EnroHment
Trees and Vines
~.~uuncu respectively in orchard
law. Upon becoming
be valued for the

466.

restricted shall be enrolled
to reflect annual
not to exceed two percent or at
whichever is less.
vines planted in land not
year they became subject to
to 1975 in which case the base year
vines, planted for their
restricted land shall be valued
are planted on land not
be valued
have the same base year
1975 in which case their value
original base year value.
History.-Adopted June 2!1, 19111. effective
Amended
a. 19711,
October :1. 1!!11.
Repealed
•md Adopted N"w Fluio August 16. 19711, effective Auguat 22. 19711.
Referenee.-Article XIII A, Sections l and 2, California Constitution.
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I.

values
grown
to 1974-75, howescalating
git increases
effective with
new
gross
resumed,

by

corrected
transfer

Annual %
Change

5.9%
5.9
6. 9
0

1974-75
1975-76
1976-77
1977-78
1978-79
1979-80
1980-81
(a)

(b)

(c)

10.2
.5

14.3
15.0
9.6
.4
n.a.

PROPFRTY
ALL OTHER EXEMPTIONS

State
Assessed

13.2

1.3

12.2

5.9

11.7

15.6

18.5
20.

6.5
12.9
10.3

7.9
19.9

17.7

25.3

Colusa
Contra Costa

Del

El Dorado
Fresno

23.0

10.2

Glenn

Humboldt
Imperial
Inyo
Kern

Kings
lake
Lassen

- .1
-1.8

11.7
17.1

41.5

3.0

39.4

13.4

2.6

12.5

26.5
14.6

18.5

25.8

-3.3
6.5
6.8

12.2

3.6

15.8
15.6

Marin

16.2
16.6

Modoc

Napa
Nevada

9.2

17.2

6.1

.9

14.7
8.2

-.1

24.5

13.9
10.2
13.9
8.3

19.6
15.0

Placer
Plumas
Rivers ide
Sacramento
San Benito

24.7

6.9

21.8

-1.8

24.9
19.0
3.2

21.9
3.3
5.8

San Bernardi

21.7
19.8

San Diego
San Francisco
San
San

3.5

8.3

10.6
.7

16.3
14.1

7.5
6.7

San Mateo
Santa Barbara

14.5

7.4

20

4.1

Santa Clara

16.8

9.8

Santa Cruz
Shasta

6.8
20.7

13.2

Sierra
Siskiyou
Solano

19.1
14.2

-7.1
li .9
7.9

29.1
14.

TOTAl
NOTE:

19.8
19.1
7.8
15.7
12.2
14.2
19.7
16.5
16.7
18.2
16.3
13.9

27.8
19.8
14.8

24.4

5.7

23.2

13 0
16.

6.0

8.

12.5
15.4

18.5

7.2

17 8

1

1 '

23.2
12.9
24.7
18.2
12.5

13.1
21.1

23.7
20.4
3

29.8
17.8

9.1
8.8
-2.3
5.7
8.6

13.4

22.8

Ventura

7.4

9.0
12.2

20.

Sutter

16.7
21.8

17.8

31.2
18.1

Orange

3.1

10.

15.3
9.2
26.2
20.1
15.2

Mono
Monterey

9.4

12.4
19.0

23.9

Merced

21.8

1.2
6.2

17.2

Mendocino

11 4

23.9
5
23.4

10.5

Los Angeles
Madera
Mariposa

•

12.6

1 7
28,7

Butte
Calaveras

•

.6
2.4
3.3
5.7
5.0

l

Alameda

Tot~

17.7
22.2
19.3

Po 11 . Bu~ l tHF, ~ l nvr>n tor 1e'> ;.wn"
nJI!.
!ho"".P vt~l\H"~ (!n:• ruJt

Consu tinq

~!vision

ibutable to
of Equalies (gas, electric,
p
ines,
also values

sessed value in
of the total,
that of

% of
Tota
Va1u

Fiscal
Year
1970-71 $
1971-72
1972-73
1973-74
1974-75
1975-76
1976-77
1977-78
1978-79
1979-80
1980-81

8 .l

-3.1%
1.5
l.l
4.5

0

7.4
7.0
6. 7

6.3
4.7
5.9
10.7
5.8
15.9
5.9
7.1
5.8
7.5
5.5
5.7*
5.4
s bu iness inventories
and 7.2% growth,
Eaualization

V.

Secured
secured
, the
property
roll. Also,
to 1980-81)
property

assessor can
1
of
no unsecured
on the

The u0secured roll was 10.4 percent of the total 1979-80 gross
assessed value.
It's proportion will be reduced in 1980-81 and
thereaftex due to the total exemption of business inventories.
TABLE 5
Secured Roll, Local and State
----Net Value (a)
(000,000)

Fiscal
Year

Annual %
Increase

% of Total
Value

Unsecured Local Roll
Net Value (a)
(000,000)

---1970-71 $ 50,230
1971-72
53,023
1972-73
56,597
1973-74
60,580
1974-75
66,804
1975-76
73,872
1976-77
83,661
96,211
1977-78
l978-79b 104,330
1979-sob 119,005
1980-81
n.a.
(a)

(b)
n.a.

VI.

90.4%
90.2
90.1
89.2
89.9
89.3
89.3
90.2
89.4
89.5
n.a.

5.6%
6.7
7.0
10.3
10.6
13.3
15.0
5.9
16.8
n.a.

$

5,350
5,762
6,193
6,697
7,495
8,820
10,055
10,484
12,400
13,816
n.a.

Annual
% Increase
7.7%
7.5
8.1
11.9
17.8
14.0
4.3
15.6
14.0
n.a.

Value includes homeowners and
business inventory exemptions;
but excludes all other
exemptions
unofficial
not applicable
Source: Board of Equalization

Land, Improvements, Personalty
The proportion of gross assessed value which is attributable
to land, improvements or tangible personal property has
changed very little over the past 10 years. Table 5 shows
graphically the division in 1979-80. Personal property will
diminish in proportion to real property starting in 1980-81,
due to the total exemption of business inventories.
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%

0

Tot,
Val·
9.'
9.
9•
10.:
10.
10 ..
10.
I

9.:
10. ~
10.'
n.a

TABLE 6

Land
32%
$43.8 billion
55%
$74.7 billion

Source: State Board of Equalization
1979-80 Fiscal Year

vii.

Average Property Tax Rate
Prior to Prop. 13, each local jurisdiction authorized to
levy a property _tax set its own individual rate.
In 1972
SB 90 imposed restrictions on the tax rate cities, counties
and special districts could levy. These tax rate limits
briefly stemmed during 1972-73 to 1975-76 what had been
a trend of rapidly rising tax rates.
But by 1975, assessed
values were increasing so rapidly that local agencies could
cut their tax rates, and yet still realize adequate revenue
gains.
With enactment of Prop. 13, a uniform rate is levied
countywide, and the local jurisdictions receive an allocation
therefrom.
The basic rate is $4.00 per $100 assessed value,
which is an effective rate of 1%.
Individual rates may still
be levied only to repay "indebtedness" incurred prior to
July 1, 19~
Table 7 on the following page shows the "nominal" and
"effective" tax rates, from 1970-71 to 1980-81.
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TABLE 7
AVERAGE PROPERTY TAX RATE
1969-70
1970-71
1971-72
1972-73
1973-74
1974-75
1975-76
1976-77
1977-78
1978-79
1979-80
1980-81

Nominal (a)
$ 9.92
10.86
11.43
11.44
11.15
11.24
11.33
11.20
10.68
4.79
4.74(c)
4.65(c)

Effective (b)
2.37%
2.57
2.80
2.81
2.66
2.73
2.80
2.81
2.47
n.a.
n.a.
n.a.

n.a.= Not Available
(a)
per $100 assessed value
(b)
Property tax levies divided by the estimated market
value of net taxable properties. Beginning with
1978-79 a true effective tax rate can no longer be
calculated, since assessed values are not based on
market values. However, in 1980-81, the nominal
tax rate of $4.65 translates to 1.16% of "full
cash value" as per Prop. 13 (c( estimate
(c)
estimate
Source: Board of Equalization
VIII.

Property Tax Levies
Property tax levies increased by about 11 percent
annually in the years preceding Prop. 13, then nose-dived
by 51.0 percent in the first year following 13's enactment.
Table 8 shows property tax levies, statewide, from 1970-71
to 1980-81.
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TABLE 8
PROPERTY TAX LEVIES(a)
Fiscal
Year

1970-71
1971-72
1972-73
1973-74
1974-75
1975-76
1976-77
1977-78
1978-79
1979-80(b)
1980-81

Annual %
Chan9:e

Amount
( 000)

$ 5,721,672
6,372,331
6,819,077
6,647,769
7,383,411
8,304,125
9,376,725
10,276,725
5,035,896
5,661,081
6,378,000

15.9%
11.4
7.0
2.5
11.0
12.5
12.9
9.6
-51.0
12.4
12.7

(a) Excludes ad valorem special assessments through
1977-78, but includes them beginning in 1978-79
following Proposition 13. For comparison, 1977-78
with such special assessments was $10,538,345, so
that the percentage change after 13 was actually -52.2%
Property tax relief payments J:jy the state to local
governments, while often viewed as property tax
revenue, are excluded here as they are actually
property tax levies. See Table 10 for state
property tax relief costs and subventions.
(b) estimate
Source: Board of Equalization
Table 9 breaks down all property tax revenues by the
five major categories of local jurisdictions, and by the
source of revenue, for fiscal years 1977-78, 1978-79, and
1979-80. Figures for 1979-80 reflect the major shift in
allocation brought about by AB 8.
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TABLE 9

SUMMARY OF PROPERTY TAX REVENUES IN 1977-78 AND 1978-79
(in thousands of dollars)
SPECIAL
CITIES
COUNTIES(a)
SCHOOLS
DISTRICTS
TOTALS

1977-78
Levies
Subventions
Levies+Subventions
Redevelopment
Levies+Subv.-Redev.
Debt
Levies+Subv.-Redev.Debt

$1,044,859
123,585
1,168,444
21,417
1,147,027
74,372
$1,072,655

1978-79
Lev1es
Subventions
Levies+Subventions
Redevelopment
LeviesTSubv.-Redev.
Debt
Levies+Subv.-Redev.Debt

CITIES
m-;-:f79
52,660
534,039
12,041

$

521~98

73,993
~

448~05 (6)

$3,055,252
348,585
3,403,837
54,439
3,349,398
44,340
$3,305,058

$5,492,758
600,000
6,093,720
93,740
5,999,980
452,443
$5,547,535

COUNTIES
$1,335,817
140,441
1,476,258
28,310
1,447,948
43,295
n,-4o.r;os-1<7>

SCHOOLS
$2,654,187
282,335
2,936,522
55,383

GJ
I

.!::a
-...J

979-80
Levies
Subventions
Levies+Subventions
Debt
Levies+Subv.-Debt
]

$

COUNTIES
$1,791,246
157,973
1,949,219
41,105
$1,908,114 (7)

945,476
98,569
1,044,045
9,832
1,034,213
280,737
$ 753,476

$

SPECIAL
DISTRICTS
$ 564,513
50,185
b14,o98
9,461
T;BBT, l--:f9
bo-s;'Ln
299,081
472,599
$2,408,540(8) $ 306,156(9)
SPECIAL
DISTRICTS
OTHER
THAN
REDEVELOPMENT
SCHOOLS
$ 774,542
$2,223,581
244,055
70,848
845,390
2,467,636
480,253
299,089
$1,987,383(8) $ 546,301(9)

$10,538,345
1,171,701
11,7101046
179,428
ll,530,618
851,892
no-,678~726

TOTALS
$ 5,035,896
525,621

s-,slir-;sr7 <I>

105,195(2)
s-;456,322(3)
888,968(4)
$ 4,567,354(5)

TOTAL
EXCLUDING
REDEVELOPMENT
$ 5,517,552
524,335
6~041,887(3)

893,048(4)
$ 5,148,839(5)

REDEVELOPMENT
$143,529
7,243
150,772(2)
23,425
$127,347

GRAND
TOTAL
$5,661,081
531,578
"b,l92,659(l)
916,473
$5,276,186

(a) Sa~ Francisco is a county, not a city
(b) Dc:e to non-comparability of tax from 1978-79 to 1979-80, the following indicates
percentage changes:
Comparable Data
Percent Increase from
Data Set
1978-79 to 1979-80

{l)
(2)
(3)

{4)
<5)
(6)
( 7)

(8)
(9)

11.3%
43.3%
10.7%
.5%
12.7%
57.8%
35.8%
-17.5%
78.4%

SOURCE:

State Board of Equalization

May, 1980

IX. Property Tax Relief
A significant portion of the State's annual budget is
devoted to property tax relief programs. Some of this
committment is in the form of subventions to local agencies
to reimburse for revenue losses (homeowners and business
inventory exemptions, Williamson Act open space contracts,
Senior Citizens Property Tax Postponment) and the rest
is income tax credits or cash payments made directly to
taxpayers.
Passage of Prop. 13 lowered the cost of nearly all
relief programs by about 50 percent, the same level of relief
provided to property owners by Prop. 13.
Today the State is the major local property taxpayer in
California. State payments for the tax relief programs total
approximately 15 percent of local property tax revenue.
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TABLE 10
MAJOR STATE TAX REI.IEF PROGRAMS
1975-76

Program

1976-77
-----

--·--

Senior Citizens' Property Tax Assistance (Homeowners) •..••.••..
;) Senior Citizens' Property Tax Postponement •.•..••..•..•...•.•..
~
Senior Citizen Rent~r's T~x Assistan?e .......••...•.•.•.••.•.•.
,. Buslness Inventory ExemptJ.on Subventlons ..•..•...•...•.........
0 Homeowners' Exemption Subventions ....•......•.•••..••.•••..••..
Subventions for Open
(Williamson Act) ...•...•.••...•.....
Renters' Income Tax
• • • . . . . . . . ...•.••..•••...•.••.••.••
TOTALS

$

51,149,098

52,528,985

$

362,718,234
756,465,009
16,000,000

387,067.372
760,534,405
17,892, 32
122,691,885
~4,714,879

1977-78

1978-79

1979-80

1980-Bl

~---

------~

$

78,443, oosll $ 71,006,493 $
12,700,000
1,462,000
6,849,516
5,313,9181:;
417,776,829
211,341,669
758,981,306
336,931,
18,818,252
12,905,683
126,471,603

24,500,0001:>
4,200,
44,000,
210,525,000
338,000,000
14,000,

rr;uo;o.ro;-srr

(a) marked increase reflects new legislation which increased benefit levels
(b) reflects impact of Prop. 13 in lowering property taxes against which
relief is measured
Source: Governor's Budgets

$

27,000,000
,500,000
48,000,000
466,725,000
344,000,000
14,
,000

